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All of these bonds have been sold. 


New Issue January 26, 1926 


$25,000,000 
Rheinelbe Union 


Gelsenkirchener Bergwerks A. G. 
Deutsch-Luxemburgische Bergwerks-und Huetten A. G. 
Bochumer Verein fuer Bergbau und Gussstahlfabrikation 


Terentg Mees 7% Sinking Fund Mortgage Gold Bonds 


With Non-detachable stock Purchase Warrants 


$8,050,000 of bonds have been withdrawn for sale simultaneously in Europe by Messrs. Mendelssohn & Co., Amsterdam, Neder- 
landsche, Handel Maatschappij, Pierson & Co., and others. 
To be dated January 1, 1926 Due January 1, 1946 


To be authorized and issued $25,000,000. Interest payable January 1 and July 1. Principal and interest payable in New York at the 
offices of Dillon, Read & Co., and J. Henry Schroder Banking Corporation, in United States gold coin. Bondholders may, at their option, 
collect principal and interest, in London at the office of J. Henry Schroder & Co., in Pounds Sterling, or in Amsterdam at the offices of 
the above named Dutch banks, in Guilders, at the buying rate for sight exchange on New York on the date of presentation for collection. 
Coupon bonds in denomination of $1,000, registerable as to principal only. In addition to sinking fund redemption, bonds are callable as a 
whole, or in part by lot, on any interest date, after 30 days’ notice, at ihe following prices and interest: to and including January 1, 1931, at 


105; thereafter to and including January 1, 1936, at 102; thereafter at 100. The American Exchange-Pacific National Bank, American 
Trustee. Deutsche Kreditsicherung A. G., German Trustee. 


The companies agree to provide a sinking fund sufficient to retire the entire issue by maturity, by semi-annual call by lot (first 
redemption July 1, 1926) at 100 ahd interest at the annual rate of $625,000 for the first ten years and $1,875,000 thereafter to 
maturity. 


Principal and interest, payable, to others than citizens and residents of Germany, without deduction for any taxes, past, present or future, 
levied by German governmental authorities. 


From their letter to us, Dr. Oscar Sempell and Mr. Herbert Kauert, Managing Director of Deutsch-Luxemburg and Gelsenkirchen, 

respectively summarize as follows: 
RHEINELBE UNION 

The companies above referred to as the Rheinelbe Union—viz. Geisenkirchener Bergwerks A. G., Deutsch-Luxemburgische Bergwerks-und 
Huetten A. G. and Bochumer Verein fuer Berghau und Gussstahlfabrikation (also known as the Big Three Group)—are operated as a unit 
under existing -inter-company agreements and together constitute the largest coal producing and iron manufacturing group in the old estab- 
lished coal and iron industry of the Ruhr district. They are also one of the largest steel manufacturers and produce a more diversified line 
of highly finished steel products than any other manufacturer in Germany. During the fiscal year ended September 30, 1925, they em- 
ployed on an average about 106,000 men. The Rheinelbe Union is the largest unit in the pending consolidation of important German steel 
and coal companies in the Ruhr district. The Rheinelbe Union, together with the Siemens companies, which are among the largest electrical 


manufacturing concerns in the world, constitute, under inter-company agreements, the Siemens-Rheinelbe-Schukrt-Union, one of the strongest 
industrial combinations in Europe. 
SECURITY 


These bonds will be the direct joint and several obligations of the three companies, secured bv a closed mortgage on all of the fixed assets 
of each company (except rolling stock, portable machinery, etc.) subject to approximately $17,000,000 of underlying mortgages, including 
obligations under the Dawes Plan based on the present assessment. Such fixed assets have been valued by Mr. H. A. Brassert, American 
consulting engineer, on the basis of present replacement costs in Germany, after allowance for depreciation and obsolescence, at over $214,- 
000,000 (including land, and coal and ore reserves), or more than 5 times the sum of these bonds and all such underlying mortgages. Based 
on current quotations on the Berlin Stock Exchange, the outstanding common stocks of the three companies have an aggregate market value 


of about $50,000,000. 
DIVIDEND RECORD 


The pre-war dividend record of the three companies is as follows: Gelsenkirchen paid dividends every year for the entire 42 years of its exist- 
ence prior to 1915 at rates averaging over 9% per annum. Deutsch-I.1xemburg, organized in 1901, paid its first dividend, amounting to 8%. 
in 1905 and during each of the following eight years diviiends of at least 10%. Bochumer Verein paid dividends everv year for the 34 
years prior to June 30, 1914, and during the entire 60 years of its history prior to that date paid dividends at rates averaging more than 
8'%% per annum. The above dividend rates were maintained nctwithstanding substantial increases in capital of the respective companies. 
Because of abnormal financial and industrial conditions during and following the war, dividends paid by the companies since the beginning 
of the war are not significant. 

EARNINGS 


Combined earnings of the three companies for the fiscal year ended September 30, 1925, after deducting ordinary repair and maintenance 
charges and, in lieu of depreciation, all charges for replacements and improvements and certain capital additions, but before interest charges 
and profits taxes, as audited by Messrs. Price, Waterhouse & Co., in accordance with American accounting methods, amounted to over $8,- 
400,000 or more than 4 times the sum of interest charges on these bonds and on existing underlying mortgages, and estimated payments un- 
der the Dawes plan for the year ending September 30. 1926. and more than 3.3 times the sum of the maximum annual interest charges on 
these bonds, on existing underlying mortgages and estimated maximum annual payments under the Dawes Plan. While no specific charge 
for depreciation has been made against the earnings, the expenditures charged off against profits in lieu thereof, for improvenients, capital 
additions, etc.. as reported by Messrs. Price. Waterhouse & Co. amounted to approximately $3.275.000 in addition to ordinary maintenance 
and repairs of approximately $5,000,000. Because of the enormous quantity of their coal reserves, obtained mostly by free grant from the 
Government, the companies make no specific provision for depletion. 


EXPORT BUSINESS 
Combined export sales of the three companies for the year ended Sentember 30. 1925, amounted to over $29,000,000, including export 
sales of about $7,000,000 for reparations account for which payment is made in German currency. 
STOCK PURCHASE WARRANTS 


A non-detachable Warrant will be delivered with each bond, entitling the holder. on or before January 1, 1931, to purchase ten shares 
(par value 100 Reichmarks per share) of the outstanding common stock of Deutsch-Luxemburg at the equivalent of 100% _ of par, viz. 
$23.80 per share. Warrants may be detached from bonds called for redemption on or before January 1, 1931. Berlin Stock Exchange quo- 
tations indicate that during the five years 1909-1913 Deutsch-Luxemburg common stock never sold below 128% of par and during three of 
those years reached a high quotation of over 200% of par. It is now quoted at about 89% of par. 


The companies have agreed to make application to list these bonds on the New York Stock Exchange 








Conversions of German into United States currency have been made at par of exchange (one Reichmark equals 23.8 cents). 








We offer these bonds for delivery if, when and as issued and accepted by us, subject to the approval of legal matters by our counsel. 


It is expected that delivery will be made on or about February 3, 1926, in the form of interim receipts of Dillon, Read & Co. 
Price 94 and Accrued Interest. To Yield over 7.55% 
FURTHER INFORMATION IS CONTAINED IN A CIRCULAR WHICH MAY BE HAD ON P79 (UST 


Dillon, Read & Co. 
J. Henry Schroder Banking Corp. Mendelssohn & Co., Amsterdam 


The statements herein, based in part upon cable communication, have been accepted by us as accurate but are in no event to be construed as 


| representations by us. 
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‘THE [E FINANC TAL V WORLD 


The Financial World was established to diftuse the truth awout investments, has con- 
stantly maintained this attitude, and will continue to do so, confident in its belief that 
as long as it clings to this ‘ideal it can count upon the support of the investing public. 















































JANUARY 30, 1926 


The Trend of Things 


@ Business continues to make excellent progress. The last weekly car load- 
ings reached a high seasonal record with impressive gains in miscellan- 
eous and merchandise shipments indicating that a high rate of consump- 
tion of distribution of goods is being maintained. 





@ The credit situation has improved greatly since the first of the year and 
each successive week has resulted in higher ratios for the Federal Reserve 
system. This has been reflected in unusual strength in the bond market. 
‘lo some extent strength in bonds reflects declining commodity prices. 


€ Our imports and exports for 1925 make a very satisfactory showing and 
on analysis reveal that fear of European competition has not been a factor 


as yet. The entrance of this country into the World Court is another 
step toward world stability. 


@ The stock market continued its irregular course although prices became 
much firmer toward the week end. It is apparent that a substantial 
amount of readjustment through switches is taking place in the market. 


Continue to recommend discrimination and confining purchases to clear- 
ly undervalued situations. 


HE most important development of This action should further aid world pean progréss, we find that both Great 
T the past week was the action of stability and world conference so essential Britain and Germany have substantially 
the Senate in connection with this to world progress. Using the basic steel gained in this respect in 1925 over 1923. 
country’s entrance into the World Court. industry as a barometer to measure Euro- Our own steel industry is not threatened 














Average Prices on the New York Stock Exchange 
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except possibly in certain classes and then 
only on the seaboard. We are still the 
big consumers of our own products. 
The great strength in the bond market 
doubtless is due to a number of causes. 
First the credit situation has improved 
since the first of the year with the Fed- 
eral Reserve ratio up from 67% to 75%: 
next, commodity prices have tended to 
decline, which is always a bullish bond 
factor, and then, too, confidence in stock 
prices is not so great, causing many to 
buy bonds rather than stocks and many 
to take their profits in. stocks and re- 
invest in bonds.- The long term bond 
prospect is very favorable, but the great 
strength in January came as a surprise 
and indicates that again a plethora of 
money is seeking investment and certainly 
indicates there is nothing in the state of 


credit to cause apprehension. 
‘  * + 


« The Business Prospect 
*x* * * 


HE near term business prospect con- 

tinues favorable. That a high rate of 
consumption and distribution of goods is 
being maintained is clearly indicated by the 
record-breaking volume of merchandise and 
miscellaneous freight car loadings as well 
as high seasonal bank clearings. There is 
nothing speculative in the business situa- 
tion; hand to mouth buying continues and 
generally speaking business can be stated 
to be on a sound and satisfactory basis. 

* * x 


@ The Credit Situation 
* ok * 


M ONEY continues in ample supply and 

the great improvement that has 
taken place in the Federal Reserve ratios 
in recent weeks can doubtless to some ex- 
tent be attributed to the decrease in spec- 
ulative activity in stocks. The strength of 
the bond market is also a rather good in- 
dication of our satisfactory state of credit 
and probably more so the great demand 
for investments because of the present high 
rate of prosperity resulting in good profits 
which are not needed for business expan- 
sion, and which must find some place to 
work profitably. It is also probable that 
the reduced rate of speculation in the 
stock market has released funds for the 
bond market. Many who have good paper 
profits are securing them by selling stocks 
and reinvesting in bonds. There is noth- 
ing in the credit situation to cause un- 
easiness and its status has been substan- 
tially improved since the first of the year. 

x * * 


@ Foreign Affairs 
x ~ * 

HE Department of Commerce has 

made public a preliminary statement 
of our foreign trade for 1925. It shows a 
gain of $410,000,000 in our exports and 
$617,000,006 in our imports. The great 
gain in imports is confined largely to crude 
materials, of which rubber doubtless played 
the most important part. That competi- 
tion from European manufacturers is not 
yet important is clearly revealed by the 
fact that imports of manufacturers were 
$796,000,000 in 1925, compared with $749,- 
000,(00 in 1924. of 


140 


However, exports 


food stuffs were less than imports of food- 
stuffs in 1925. In other words this coun- 
try in 1925 apparently consumed more 
foodstuffs than it produced, which was 
also the case in 1924. This shows rather 
clearly that the trend toward industrialism 
in this country is making rapid strides, 
and that the farmer cannot expect to see 
the demand for foodstuffs keep pace with 
our more rapidly expanding demand for 
other things brought on by our higher 
standard of living. The reason is that 
the size of the stomach is limited and our 
demand for foodstuffs will increase about 
as the population increases. On the other 
hand the imagination is unlimited and the 
demand for external things will about in- 
crease as the size of the pocketbook in- 
creases. To get back to our foreign trade 
it is interesting to note that our exports of 
manufactures amounted to $1.843,000,000 
in 1925 as against $1,588,000,000 in 1924, 
showing rather clearly how the world 
market for our manufactures is expand- 
ing. While all the foregoing is interest- 
ing and reassuring from the standpoint of 
our industries it is nevertheless a fact 
that we do face some industrial uncertainty 
from future European competition. We 
are having a detailed study made of this 
situation, which will appear in an early 
issue of THE FINANCIAL WorLD, which 
will endeavor to point out specifically 
which industries and which companies will 
probably be most vulnerable to future 
European competition. 
x * x 


@ The Railroads 
« *& «& 


S predicted in these advices December 

railroad earning reports (with the 
exception of the hard coal roads) are 
showing the largest monthly gain for the 
entire year. Sufficient returns are not yet 
available to give a close estimate of the 
month’s net, but it will be substantially in 
excess of that of last December despite the 
lower net earned by the anthracite roads. 
Many roads have issued preliminary state- 
ments of the year’s results and gratifying 
gains are generally recorded. The very 
good gains in net in 1925 are at the same 
time accompanied by reports as to physical 
condition, showing the equipment to be at 
its best for this season of the year. In 
other words the good net earning gains 
have been made largely out of economies 
in the transportation department and the 
good business of the past year without im- 
pairing physical condition. On the con- 
trary physical condition has been im- 
proved. The railroad car-loading reports 
continue to be the best single measure we 
have of current business conditions. While 
coaf loadings have been off the more im- 
portant merchandise and _ miscellaneous 
freight-car loadings have heen establish- 
ing new high marks thus far in 1926. In 
the third week of January a new high rec- 
ord was set for total loadings. There is 
little question but that the railroads will 
show continued gains in net during the 
coming months (again with the exception 
of the hard coal roads). There is every 
prospect of a large amount of railroad 
financing during the coming year as con- 





ditions in the bond and stock market are 
very favorable. During the past week 
Baltimore & Ohio retired some of its 6 
per cent bonds by offering a 5 per cent 
issue to yield 5.24 per cent. There will be 
more of this and there also will be stock 
financing of rails on a larger scale than 
has been witnessed in years. There is 
nothing wrong in the fundamental position 
of the rails and comparing current earn- 
ings to market price the rails are the most 
undervalued group in the list. There does 
not appear to be much prospect of any 
rail legislation and certainly none of an 
adverse character. Meanwhile mergers 
will continue to be worked out. For spe- 
cific recommendations in this group those 
recommended in Mr. Guenther’s January 
2 bargain list present what appear to be 
the most attractive opportunities in the 
income bearing stocks. For more specula- 
tive purposes Missouri Pacific, Wabash 
and Rock Island common are attractive. 
Consider it wise to avoid the relatively 
high priced southern roads and the hard 
coalers until the strike situation clears. 


* * * 
@ The Securities Outlook 
* 


ITH the first month of the new 

year about behind us a review of 
market movements shows that many stocks 
are selling substantially lower than at the 
beginning of the year and many others 
have advanced sharply. This characteristic 
is to be expected at this state of the 
market. The coming year promises to be 
more of a readjustment market than those 
of recent years. While 25 per cent of the 
industrial stocks closed 1925 lower than 
they opened it it is probable that a much 
larger percentage will close 1926 lower 
than they opened it. It is not a question 
as to whether the “market” is going up 
or down but as to whether a specific stock 
is going to decline or advance. While 
movements during a single month carry no 
great significance in individual issues by 
going back further than the current month 
it can be conclusivly demonstrated that all 
stocks do not move together. The lesson 
to be drawn is that a high degree of dis- 
crimination is necessary and that the safest 
rule to apply is that of whether a stock 
is overvalued or undervalued. 
is clearly undervalued it is only a question 
of time before the market puts a more ac- 
curate appraisal on its worth; the reverse 
is also true. The action of the market 
in January has been reassuring to those 
who desire to see the upward trend pro- 
longed because speculation has dwindled 
and been held in bounds. During such a 
period more heed is given to a study of 
values and less to rumors, tips and other 
concomitants of speculative excitement. 
There is nothing in immediate prospect 
to warrant expectation that a major de- 
cline will set in. Early business reports 
for the new year are quite satisfactory. 
On the other hand the high level of prices 
cannot be ignored. It is for this reason 
that recommendation is made to confine 
commitments largely to selected rails, high 
yielding low cost coppers and high yield- 
ing public utility preferred stocks. 
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ssociation of American Investors 


@ Organization completed and the program of its intended activities de- 


tailed. 


cate of incorporation fully described; 


The full scope and purposes which are embodied in the certifi- 


@ Investors should carefully read what Mr. GUENTHER has to say in this 
article about the national organization he has had chartered under the 
laws of New York because it provides them with forceful power in their 


interests ; 


« With the proper support on the part of the investing public the new or- 
ganization can readily become the agency of a new epoch for American 
investors if the ideas Mr. GUENTHER has founded it on can be carried 
through to a successful conclusion.—The Editors. 


of American Investors, chartered 

under the membership corporation 
laws of the state of New York, along 
the general principles I outlined in my recent 
editorial in THE FINANCIAL Wortp, “In 
Union There Is Strength,” was completed 
last week and I am now prepared to out- 
line its scope and purposes in more detail. 


But before entering upon this descrip- 
tion I want to mention the names of the 
officers elected at this meeting upon whose 
shoulders will fall the initial labor of 
piloting the organization to what I hope 
will prove a long and successful career in 
the field of constructive finance and repre- 
sentative of the powerful, though yet un- 
organized, interests of the individual 
American investors. 

The board of officers of the new or- 
ganization will consist of Lours GUENTHER, 
President; FREDERICK HANSSEN, Vice- 
President; FREDERICK W. BrANpt, Treas- 
urer, and E. MARSHALL YounG, Secretary. 
They will also act as directors, in addition 
to E. C. CRowLey, counsel of THe FInan- 
CIAL Wor.p, who will act in a similar ca- 


pacity for the Association of American 
Investors. 


T° organization of the Association 


A New Epoch 


This new association has it in its power 
to introduce a new epoch in the field of 
investments if it receives the earnest sup- 
port of American investors. It is on how 
they receive it and back it that its future 
will depend. It has been designed to pro- 
vide them with a shield with which they 
can better defend their common interests. 
It provides them with the proper leader- 
ship and it only remains for them in turn 
to provide it with a loyal and ever-growing 
following. 

How important this new Association of 
American Investors can become to Amer- 
ican investors as a group, as well as 
individually to each of them, will be bet- 
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By LOUIS GUENTHER 


Publisher Tue FINANCIAL Wor._p 


ter understood when the-particular objects 
underlying its formation, and which com- 
prise part of its incorporation certificate, is 
detailed. They are as follows: 


ONE 
“For the promotion of the best interests 
of the investing public and for the pur- 
pose of fostering investments and the in- 
terest of investors. 
Two 
“To reform abuses relative to invest- 
ments and to improve the methods thereof. 


THREE 
“To secure through the co-operation of 
its members better laws for the protection 
of mvestors’ capital, and freedom from 
unjust and unlawful exactions. 


Four 
“To procure uniformity and certainty in 
the custom and usages connected with buy- 
ing and selling stocks, bonds, commodities, 
real estate, both domestic and foreign. 


FIvE 
“To obtam accurate and reliable in- 
formation for the use and benefit of its 
members, including the worth and financial 
standing and values of securities, and all 
other proper and lawful information rela- 
tive thereto of corporations, firms and in- 
dividuals, and to furnish and supply them 
to members. 
Six 
“To settle differences between its mem- 
bers and to promote a more and enlarged 
friendly intercourse between investors. 
SEVEN 
“To arrange representation for members 
at meetings of corporations in which mem- 
bers hold stock by means of proxies or 
otherwise. 
EIGHT 
“To aid, advise, and assist members in 
the selection, purchase, protection, care, 
maintenance and = disposition of 
stocks, and other securities. 


bonds, 


NINE 

“To advise, aid and protect members 
securing and enforcing thetr legal rights 
in connection with securities in all proper 
and lawful ways. 

TEN 

“To develop, promote and extend rela- 
tions with organizations of like purposes 
in this and other countries. 

ELEVEN 

“Generally in all lawful and proper 
ways to promote the interests of its mem- 
bers and of the United States in the fore- 
going lines.” 

This comprehensive program embodies 
in it all the vital essentials upon which the 
security and the financial well being of 
American investors are founded. No 
single investor could succeed in carrying 
out this platform, no more than the indi- 
vidual worker could alone and unassisted 
improve his working and living condi- 
tions, or merchant, investment banker, 
manufacturer, or any other professional 
man or trade bring about constructive re- 
forms in their field of human endeavor 
unaided. To accomplish the big things 
that elevate their interests organization is 
required. But even organization can ac- 
complish little unless it is guided by the 
proper leadership that is solely unselfish 
and has its thoughts firmly fixed on the 
common good of the interests it is acting 
for. It is then when unity of purpose 
devoted to an honest and legitimate cause 
aligns on its side progress and achievement. 


Strength of Union 
It is upon this fundamental principle of 
union that republics are firmly established 
and in a minor degree is due the success 
attained by such national organizations as 
the American Federation of Labor, the 
American Medical Association, The Amer- 
ican Bar Association, the American Bank- 
(Please turn to page 155) 
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~The Cuban Sugar Outlook 


€ With raw cuban sugar selling around two and three-eighths cents per 


pound, or under a price that permits of a profit, what significance 1s 
there in the gradual advance of certain Cuban sugar stocks from their low 


figuresr 


i 


The answer probably lies in the forward looking view taken by inves- 


tors in these securities to whom the past is a closed book and who con- 


fidently anticipate a re-adjustment in the Cuban sugar trade during 1925 


and 1926; 


\ 


In this analysis Mr. GUENTHER points out to what extent such optimism 


is justified, views he formed after a long study of the prospects and after 
a visit to Havana, the Cuban sugar center—Editors. 


UBAN sugar scraped bottom last 
i fall when the lowest point in its 

price level was reached. It then 
touched 1 15-16 cents per pound. The 
outlook could not have been more dis- 
couraging than it was then for the cane 
grower or the Cuban sugar companies. 


A crop was certain. Besides 
Cuban sugar confronted the added handi- 
cap of increased sugar production through- 
out the world. Faced with this prospect 
a drastic readjustment was unavoidable. 
There was no escaping the penalty exacted 
by such a situation by the inevitable and 


immutable economic law of supply and de- 
mand. 


large 


This fixed trade law applied its pincers 
to costs and profits, with the net result that 
the principal Cuban sugar companies were 
compelled to retrench and in the majority 
of instances were compelled to forego pay- 
ments of dividends on their stock. 


Divergent Opinions 

When I was in Havana in the early part 
of December of last year I found quite a 
divergence in opinion among several promi- 
nent Cuban sugar men as to the outlook in 
their industry. It so often happens with 
those whose nose is closest to the grind- 
stone they are the last to notice the turning 
point. It was so with them. The price of 
sugar had already advanced from its low- 
est nadir to 2% cents per pound, but this 
increase was regarded merely as a tem- 
porary rally which could not last. 

However, -it has lasted now for more 
than a month; it has even fractionally ad- 
vanced to over 23% cents, and the market 
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displays a firm undertone. Though the 
Cuban sugar interests expressed them- 
selves as sitting on the fence investors and 
speculators in sugar securities view the 
prospects far more hopefully, which is in- 
dicated by the advance in the market quota- 
tions from their low price range of some 
of the prominent Cuban sugar stocks. 
Cuban American Sugar has gone up 
from its low of 20 to 28; Cuba Cane from 
734 to 10%; Manati Sugar from 34 to 
451%, and Punta Alegre from 33 to 44. 


Improvement Significant 


Considering that the leading sugar au- 
thorities contend it is necessary to general- 
ly profitable operations for sugar com- 
panies to receive for their output a mini- 
mum price of 3% cents per pound, the 
improvement in the market situation of the 
shares of the principal Cuban sugar com- 
panies is significant. It reflects confidence 
that the present overproduction will right 
itself, if it is not already passing through 
this corrective process and, furthermore, 
those who pry into the future and look 
upon the past as a closed book are ac- 
cumulating attractive sugar stocks, pre- 
pared to hold them through another crop 
period which they believe will escape the 
millstone of overproduction that has proven 
such a depressing weight to the 1926 Cuban 
sugar crop. This crop has been variously 
estimated to run as high as 5,373,704 tons 
to as low as 4,800,000 tons, an estimate 
which was given out by the President of 
the Cuban Republic. 

In analyzing the Cuban sugar conditions 
I am very much impressed by the similari- 
ty of certain fundamental factors to which 














Composite Statistical Table of Leading Cuban Sugar 
Companies 


Per Share Earned 














Year Cuban Amer. Cuba Cane Manati Punta Alegre 

| EE $1.16 nil nil $3.10 

I ae: 6.02 $2.86 $9.41 10.03 

Ee ene 7.45 6.67 13.76 22.04 

_— ROARERITET ORE eee eC 1.47 nil nil 1.17 
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can be ascribed some of the same detri- 
mental influences injected into industries 
by the inflation produced by the world war, 
principally, that of bringing about such a 
speculation in Cuban sugar plantation 
acreage that those high prices have since 
unbalanced the proper ratio between costs 
and profits and have given the companies 
whose plantations have been purchased 
upon a normal basis a decided advantage 
over their competitors not so favorably 
situated. Hence, in considering the future 
prospects of certain Cuban sugar stocks 
the low cost producers occupy the strategic 
positions of advantage. 


_ Cost of Operations 


This fact is pointed out here in order 
to more clearly bring out the importance 
to purchasers of sugar stocks of the factor 
of cost of operations to the current market 
price of raw sugar since it is this divisor 
that determines the margin of profit. This 
point cannot be better illustrated than by 
citing the earnings per share of the four 
principal low cost Cuban sugar producing 
companies. 

The four companies I have in mind as 
coming within the foregoing classification 
are the Cuban American, Punta Alegre, 
Cuba Cane. and Manati Sugar. The Cuba 
Co., though classed as an attractive stock 
and depending 4s it is upon the prosperity 
of the sugar companies, is not included, 
because it is rated more a transportation 
and land company than a sugar enterprise. 

In a normal year all of these companies 
can earn profits large enough to permit 
substantial dividends. That fact is estab- 
lished by what they did in such normal 
years as 1923 and 24. In.1923 Cuban 
American earned $7.45 a share ; Cuba Cane, 
$6.67; Manati, $13.76, and Punta Alegre 
topped them all with $22.04 a share, In 
1924 the same quartet earned respectively 
per share; Cuban American, $6.02 Cuba 
Cane, $2.86; Manati, $9.46, and Punta 
Alegre $10.03. On the showing of these 
two normal sugar years I should rate these 
four stocks from a speculative standpoint 
in the following order: Punta Alegre, 


(Please turn to page 163) 
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Best Stocks to Hold in 1926 


€ Practically without exception professional 


advisers are predicting a bear market or a 
major reaction in stock prices to develop 


some time in 1926; 


« A number of them have been making such 
predictions for more than a year, but sup- 
pose such a market should develop what 
would be the best stocks to hold? 


@ Do all stocks go down in such a market, 
do they all go down alike or do some ad- 
vancer With the market level relatively 
high the conservative man should carefully 
go over his holdings and see if they meet 


the test of uncertainty. 


fidential Advice Service has received 

since the first of the year a frequent 
inquiry is what stocks will be best to 
hold should a major reaction in the mar- 
ket take place. Some even want to know 
what stocks might advance in such a 
period and others want to know whether 
it would not be wise to place funds in 
short term bond and still others want 
a prediction as to when to go short. 


if the thousands of letters our Con- 


In our many years’ experience we have 
found no satisfactory way of predicting 
short term market movements; that is no 
way that will average a high percentage 
of correctness over an extended period 
of time. We never make any pretense 
at being able to make any such predictions. 
However, the longer term market move- 
ments can be forecast with a good measure 
of accuracy. We have taken a highly 
constructive position toward the market 
ever since 1921 and since the first of the 
year we have adopted a much more con- 
servative attitude. 


It is impossible within the confines of 
this article to analyze all the factors which 
are taken into consideration in formulat- 
ing our judgment. The most important 
single factor is the relatively high price 
level of. many stocks when the test of 
value is applied. In answer to the ques- 
tion, “Is the bull market over?” we do 
not at present believe it is. That applies to 
the market generally so far as a generali- 
zation can be made to what really are 
very incoherent individual price move- 
ments. Speculation has not been carried 
to excess and has definitely moderated in 
the first month of 1926. This naturally 
lays a sounder foundation for further ad- 
vance, 

On the other hand there are a number 
of fundamental uncertainties present at the 
beginning of 1926 that were absent at 
the beginning of 1925—chief of which is 
a clearly defined prospect for a high rate 
of new construction throughout the year. 
With this uncertainty present what is the 
best and safest course for the average man 
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to pursue? It seems to me that the wise 
thing to do is to get out of overvalued 
stocks which doubtless would have the 
greatest decline in a reactionary market 
and buy undervalued stocks which doubt- 
less would have the least decline in a mar- 
ket of that character. Furthermore, if the 
trend is upward it is natural to expect 
undervalued stocks to come nearer regis- 
tering prices in line with values than to 
expect overvalued stocks to advance fur- 
ther. Now that we have determined that 
for 1926 the policy should be to confine 
commitments to clearly undervalued stocks 
the next question naturally is just what 
is an undervalued stock and just what is 
an overvalued stock. 


I have from time to time given a rough 
rule for determining whether a stock is 
undervalued. That is if the earning pros- 
pects are clearly defined and the yield is 
more than 6 per cent and the current earn- 
ings are at least 10 per cent of the current 
market price the stock may be regarded as 
undervalued. Anyone buying such a stock 
will get 6 per cent or more on his invest- 
ment during a period of reaction (should 
one come) and will have the prospect of 
getting more than he paid for the stock 
when the market more truly appraises its 
value. The greatest single factor in de- 
termining future common stock prices un- 
questionably is future earning power. I 
venture to say that any company which is 
substantially increasing its earnings dur- 
ing a period of general market weakness 
will see its common stock give an excel- 
lent account of itself during that period. 








FROM MEXICO 


Our Mexican correspondent in- 
forms us that he is working on 
‘a very comprehensive analysis of 
the oil situation in Mexico. This 
will appear in an early issue of 


THE FINANCIAL WORLD 
—The Editors 




















There is no greater fallacy than the one 
that assumes that all stocks move together. 
To go back only to 1925 we find that 25 
per cent of the industrial stocks closed the 


year lower than they opened it. To go 
back to 1902 we find that rail stocks scored 
a spectacular advance while industrial 
stocks declined substantially and find a 
reverse movement during the war years. 


There has been a continual readjust- 
ment of market prices of stocks ever since 
the big bull market got under way in 
1921 and this has not been by groups but 
by individual stocks. Anyway a man does 
not buy the “market” but he must buy 
individual issues and the coming year is 
one that in my judgment will require par- 
ticularly keen discrimination in making 
selections. As it is an uncertain year ob- 
viously those stocks should be given first 
consideration on which the maximuin 
amount of current information is avail- 
able. This is true of the rails and utilities. 
It is practically impossible to find public 
ut‘lity common stock giving a good yield. 
There are many bargains, however, 
amongst the public utility preferred issues 
a number of which have been discussed 
in recent issues of THE FINANCIAL WorLD 
and a rather complete list of which was 
given in our December 19 issue. 


Among the rails on which we get every 
possible bit of current information and 
which are clearly undervalued at current 
prices are to be found such issues as 
Union Pacific, Northern Pacific, Great 
Northern, Frisco common, Rock Island 
preferred, Wabash preferred and those 
with clearly defined dividend increase pos- 
sibilities which have not been discounted 
like Baltimore & Ohio and Southern Pa- 
cific. It is my judgment that anyone who 
confines his commitments to the rails 
enumerated and to high yielding safe pub- 
lic utility preferred stocks will not have 
to spend any sleepless nights should a gen- 
eral market reaction take place and he 
faces an excellent opportunity of seeing 
higher prices for them when the market 
more accurately reflects their real value. 
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Harbord Contradicts Rumors 


@ Adverse rumors being circulated about Radio Corporation of America 
are strongly denied by General Harbord in an exclusive statement to THE 


FINANCIAL WORLD. 


UMORS of a decidedly serious and 
R adverse nature have been current 

of late in connection with the 
Rapio CorPORATION OF AMERICA. Word 
has been passed by way of the under- 
ground channels of Wall Street that con- 
ditions in the affairs of the Corporation 
are such as to destroy confidence in its 
securities. 

In the interests of investors who are 
holders of the stocks of the Radio Cor- 
poration, and in keeping with its policy 
of aiding in the dissemination of the truth 
about securities, THe FINANCIAL Wor_p 
has given opportunity to the executive 
head of the Rapro CorporATION to make 
reply to those who, for purposes known 
to themselves, have circulated the adverse 
reports. 

This week, the writer, as representative 

THE FINANCIAL Wortp and _ also 
as SECRETARY OF THE AMERICAN ASSOCIA- 
TION OF INVESTORS, obtained an interview 
with Gen. J. G. Harsorp, president of the 
Radio Corporation, and submitted to him 
the statements which had been brought to 
the attention of this publication. 

Gen. Harzorp supplemented his verbal 
denial with a signed statement addressed 


of 


to this writer, which is presented here- 
with verbatim. 

The annual report of the Corporation 
for 1925 will be released early in the 
coming week. The report will be analyzed 


By E. MARSHALL YOUNG 


in the February 6 issue of THE FINANCIAL 
W or_p. 

Gen. Harsorp’s letter follows: 
Mr. E. Marshall. Young, 

THE FINANCIAL WORLD, 

53 Park Place, 
New York. 

Dear Mr. Young: 

You have just informed me that some 
banking house in the City of New York 
has informed you that rumors _ have 
reached them of pending or accomplished 
reorganizations in the Radio Corporation 
of America; that its affairs are in a very 
bad way; that there are even rumors of 
an assessment on the shares of our stock- 
holders, etc. You have asked me as to 
the truth of these - statements. 

Let me first say that I do not like to 
dignify, by denial, rumors that come to 
me from an anonymous source. I could 
answer your question with considerable 
more interest if I knew the name and 
standing of the banking house which 
stooped to circulate such rumors. 

The facts are, first, that there is no 
reorganization pending; there has been no 
reorganization accomplished in the Radio 
Corporation, and none is contemplated. So 
far as I know, there is no dissatisfaction 
with any official or responsible employee 
of the Radio Corporation. Our statement 
of the year’s business in 1925, when pub- 
lished in a few days, we believe, will be 
entirely satisfactory to our stockholders. 


It will not prove satisfactory to those 
who organize bear movements against the 
stock, if such movements are contem- 
plated. 

We experienced considerable difficulty 
in securing enough of our apparatus during 
the last half of 1925 to satisfy the trade. 
This was due to the fact that we brought 
out a new line of apparatus, the produc- 
tion of which was so different from what 
had preceded it that it presented many 
engineering difficulties, and deliveries from 
the factories were very much delayed. 
Those sets are now coming along in ade- 
quate quantities and we believe there will 
be no further complaint as to the inability 
of people to obtain what we offer for sale. 
For those who were patient enough in the 
last days of 1925 to wait for Radio Cor- 
poration apparatus which they were un- 
able to obtain, we are able to promise the 
opportunity to obtain what they wish in 
early 1926. 

Everything indicates an increasing de- 
mand for the apparatus of the Radio Cor- 
poration of America and, for that matter, 
for good apparatus made by any organiza- 
tion, 

I believe the year is going to be a good 
one, although, undoubtedly, certain organ- 
izations that over-produced in 1925 and 
whose apparatus is not up to the !atest 
model will suffer from it in 1926. 

Very sincerely yours, 


}. 


G. Harsorp. 


DuPont Report for 1925 


€ Company now holds one share of General -Motors common for every 
share of its own stock outstanding and counting only dividends received 
from General Motors earnings were $14.97 on its increased capitalization. 


U PONT had a very good year in 
D 1925 when net reached $24,033,957 

compared with $17,031,487 in 1924. 
This net income which equals $14.97 on 
the increased common stock outstanding 
does not include the company’s equity in 
General Motors earnings for 1925. It only 
includes the actual dividends received from 
General Motors amounting to $9,296,706. 
The report states that General Motors will 
show about $20.60 earned on its common 
in 1925. Giving Du Pont common the 
benefit of the equity in these earnings 
would add about $13.50 to the indicated 
earning power of its common stock as the 
company owns one share of General Mo- 
tors for each share of its own common. 


In other words, earnings applicable to Du 
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Pont common in 1925 were about $28.50. 
The company wound up the year in 
strong financial condition with current as- 
sets of more than $55,000,000 and current 
liabilities of less than $8,000,000. ‘ 
-Sales of new products added materiaily 
to the year’s success and there was in- 
creased demand for the old lines. Despite 
the strike in the anthracite region and ear- 
lier depression the bituminous coal 
fields, the sales of commercial explosives 
showed an increase over the previous 
year. There were new outlets for an in- 
creasing amount of coated textiles, such 
as fabrikoid and rubber-coated goods; the 
sale of dyestuffs showed an increase; and 
the pyralin department, now merged with 


in 


the Viscoloid Company to form the du 


Pont Viscoloid Company, enjoyed a good 
business year. 

There was a very large increase in the 
sale of Duco, the new pyroxylin finish for 
automobiles, furniture and other articles. 


The demand for rayon, formerly known 
as fibersilk or artificial silk, was so great 
that it has been necessary to enlarge the 
manufacturing plants. The original plant 
was at Buffalo, N. Y. The capacity of 
this is being doubled and the increased out- 
put will be available by the middle of this 
year. A new plant in Tennessee, equal to 
the original Buffalo plant, went into pro- 
duction last year and a unit similar to it 1s 
now under construction. Both of these 
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When the Outsider Gets Inside 


@ With the, forming of the American States Securities Corporation another 
opportunity is given investors to participate in the business of investing 
as carried on under the guidance of men prominent in the public utility 


industry ; 


@ Can the originators of this plan duplicate their past record of successes? 


@ What are the advantages to be had by the investor in this method of in- 
telligent selection of diversified securities? 


HE investor is generally given an 
T independent classification, | some- 

times based upon the success of his 
operations, as either an insider or an out- 
sider. It is with envious eye that the 
outside regards the favored insider and 
comes to look upon his own position as 
more or less of a handicap. The misfor- 
tunes of many outsiders can often be at- 
tributed to the attempt to follow the foot- 
steps of the insider when their relations 
are no closer than can be attained through 
the medium of the “rumor” or “tip.” While 
the outsider is gambling in following his 
tips, the insider is engaging in intelligent 
speculation, because his operations cre 
based on a knowledge of values either 
prompted by increased earnings or a con- 
templated development that will influence 
increased returns. This is just another 
lesson in the reliability of buying only 
values. Remember that the insider only 
remains an insider so long as the informa- 
tion he has is not made public information, 
When the word is passed along to the rank 
and file the insider ceases to be; in that 
situation, they are then all outsiders. Buy- 
ing values and holding on until those values 
are given a proper appreciation market- 
wise is the most profitable method of in- 
telligent speculation. 


Intelligent Buying 

What is it worth to the investor to have 
as his investment counsel men who have 
and are making a success in the public 
utility field? This is a question for in- 
vestors to consider. 

When Frank T. Hulswit conceived the 
idea of forming a company whose business 
it would be to buy and sell public utility 
securities there is little doubt as to what 
prompted him to give birth to the idea. 
Mr. Hulswit has built his success on a 
simple slogan, just one word, Service. 

Going back a little over twenty years, 
we find Mr. Huswit conducting a general 
bond business in Grand Rapids under the 
frm name of Child, Hulswit & Company, 
and at the same time owning a number of 
gas and electric properties. In 1910 Mr. 
Hulswit formed the United Light and 
Railways Company, which was recently 
absorbed by the United Light and Power 
Company, of which he is president. The 
growth of United Light & Power from 
a gross business in 1910 of $800,000 to 
$40,000,000 in 1925 speaks highly for the 
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man’s ability. Such growth cannot be 
taken as a natural one, it is the result of 
acquisitions, consolidations, and good man- 
agement that makes the system one of the 
most important in the country today. 

United Light and Power controls and 
operates a group of properties furnishing 
a diversified public utility service in ninety- 
seven prosperous and growing communities 
in the heart of the middle west. The com- 
pany owns the entire common stock of the 
United Light and Railways Company, 
which has acquired practically the entire 
common stock of Continental Gas and 
Electric Corporation, which in turn con- 
trols the Kansas City Power and Light and 
Columbus Railway, Power and Light Com- 
pany. This combination serves 289 com- 
munities with an aggregate population in 
excess of 1,750,000. United Light and 
Railways also owns all the common and a 
large amount of preferred stock of Ohio 
Utilities Company and its subsidiaries. 
The company also derives income from its 
large holdings of American Light and 
Traction Company and the Brooklyn 
Borough Gas Company. 

In addition to being president of the 
United Light and Power Company Mr. 
Hulswit is a director of the American 
Hide and Leather Company’; president of 
United Motor Products Company; vice- 


@ Frank T. Hulswit 





president and treasurer Tri-City Railway 
and Light Company; director and chair- 
man of the executive committee of Amer- 
ican Superpower Corporation, and director 
and member of the executive committee 
of American Light & Traction Company. 

This short history of Mr. Hulswit’s 
accomplishments is necessary as a grourd- 
work in establishing the status of Amer- 
ican State Securities Corporation, the 
latest of his organizations, in which man- 
agement will play a very important part. 

There is a clause in the organization 
set up that reads, “the corporation is 
authorized to invest at prices satisfactory 
to the Board of Directors.” In this situa- 
tion the investor should consider the 
benefits of having a group of men who 
are capable of rendering an_ intelligent 
opinion on the advisability of purchasing 
a security in a field in which they are 
operators, as against the slipshod methods 
usually employed by investors who often 
give more consideration to buying a new 
hat. 


Investment Company 


American States Securities Corporation 
was organized under the laws of Dela- 
ware to invest in and buy and sell securi- 
ties of public utility corporations and com- 
panies allied with the industry. The 
stockholders of the United Light and 
Power Corporation were given the right 
to subscribe to shares in the new com- 
pany’s stock by the issuance of warrants. 
These rights entitled them to subscribe 
for one share of the Class A stock at 
$6 and one-half share of Class B at 
the rate of $5 per share and a warrant 
entitling the holder to subscribe to an 
additional share of Class A stock on or 
before December 31, 1926, at $8 per share 
and thereafter on or before December 31, 
1927, at $12 per share. To simplify the 
rights privileges, a holder of 100 shares 
of United Light and Power as of Decem- 
ber 11, 1925, is entitled on the payment 
of $850 to 100 shares of Class A common; 
450 shares of Class B common and a 
warrant entitling him to subscribe to 100 
additional shares of Class A on the above 
basis. 

The A stock is now selling for $8 per 
share and the B at $5 and the options are 
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A New Situation in Schulte 


Declaration this week of a stock dividend of 150% presents an interesting 


situation in view of indicated earning power and character of the com- 
pany’s sources of revenues; 


Market price when the new common shall be outstanding is figured out 


at approximately $54 a share, and the new shares, it is estimated, should 
have an indicated earning power of around $4.80 a share; 


treated as a realty stock. 


OMMON $shares_ outstanding of 
i SCHULTE RetTaiL SToRES are to be 

increased from 412,500 to 1,031,250, 
assuming the exercise of all the rights un- 
der the 150% stock dividend declaration 
announced by the directors of the company 
this week. 

SCHULTE RetarL Stores has expanded 
remarkably since its incorporation in 1919. 
At the outset there were 70,000 shares of 
common. The total of common outstand- 
ing, however, was increased by successive 
stock dividends and sale. 

The general effect of the changes in 
capitalization since incorporation has been 
to more or less bewilder. The most recent 
stock dividend, which amounted to the giv- 
ing of a right to subscribe to the newly 
issued common at the nominal price of $1 
a share, does not mean anything, so far as 
strengthening the financial position of the 
company is concerned and, even though it 
is conceded that the company, through its 
combined realty and merchandising activi- 
ties, is making a good showing of earnings, 
the fact remains that, when the more than 
a million shares of new common shall be 
outstanding, even the favorable indicated 
1925 earning power on the old common 
will not be in any way startling. 


Mysterious Situation 


The situation as it now stands is more 
or less of a mystery.. The directors have 
abandoned the old policy of paying its com- 
mon stock dividends in preferred stock, A 
quarterly dividend was declared this week 
in common stock. If the stock dividend is 
taken at the market price, then it would 
figure out at about $2.70 a share, at a mar- 
ket price of 135. 

Just how the new situation figures out 
for the present holder of SCHULTE common 
may be illustrated as follows: A _ holds 
100 shares. He receives 2 new shares by 
virtue of the dividend of 2 new shares for 
each 100 shares held. A now has 102 
shares, or will have March 1. He then 
has the right to subscribe for 150 shares 
at $1 a share. 

On March 3, A will have in all 255 
shares of common. Figured at the present 
market price of $135 a share, the price 
quoted at this writing, A’s 255 shares will 
have a market value of $54, approxi- 
mately. 

If we accept, in lieu of other estimates, 
the indicated earning power of $12 a share 
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on the old common, the indicated earning 
power of the new common would be about 
$4.80 a share. 


The directors have not indicated their 
intention with respect to dividends for the 
new common. And it must be remembered 
that not all of the estimated $12 a share 
for last year, or the indicated earning 
power of $4.80 a share on the new stock 
for this year, is the result of operation of 
the stores of SCHULTE. 


A market price of around $54 a share 
for the new common presently to be out- 
standing therefore would seem to be fairly, 
high. 

There is another interesting feature 
which serves to add something to the gen- 
eral mystery of the situation. That is the 
fact that when SCHULTE reports gross, the 
figure covers proceeds of realty operations 
and sales of stores. 


ScHULTE RETAIL StToRES reports gross 
sales of around $30,000,000, in round num- 
bers. The company has approximately 300 
stores. If the reported gross sales mean 
sales of merchandise only, then the com- 
pany would be doing an average of $100,000 
per store. . 

To anyone who knows fundamentals of 
the business, such an enormous turnover 
per store would be out of line. In the 
chain store tobacco business sales of $1,000 
per store per week are considered very 
good indeed, and few stores can come any- 
where near that figure. On that basis 
the annual sales per store would reach 
$52,000. It is conceded that ScHULTE 
locations generally speaking are nearly 100 
per cent in point of desirability. But, 
without knowing the actual figures, it is 
the opinion of this writer that the stores 
in the chain cannot show an average an- 
nual gross per store of $100,000. 


Large Unit Business 


Now, the United Cigar Stores chain 
does a gross business of approximately 
$80,000,000, with about 3,000 stores and 
agencies, Of course, the agencies do a 
comparatively small amount of business as 
compared to the stores. But, for the sake 
of illustration and comparison we can as- 
sume all doing the same business. The 
3,000 stores of United, therefore, doing a 
gross of $80,000,000, are doing a business 
of about $24,000 per store. 

This comparison causes the writer to 


The writer of this article shows why he believes SCHULTE should be 


conclude that the income statement of 
ScHULTE RETAIL StTorES COMPANY must 
not be considered as indication of earning 
power of a merchandising concern but 
also as a realty enterprise. 


The ScHULTE CoMPANY is. engaging 
heavily in the real estate business. Many 
of its deals have been spectacular. There 
was,. for example, the transaction involv- 
ing the Aeolian Building and a Fifth ave- 
nue manison. Neither of these properties 
have any relation to the merchandising 
end of the company’s business. 


It seems safe to assume, in the circum- 
stances, that quite a substantial portion of 
the “gross sales” done by SCHULTE pro- 
ceeds out of the real estate activities of 
the company or its real estate subsidiary. 
A statement made by D. A. ScHULTE, 
president of the company, last month said 
that net equal to $12 a share was expected 
for 1925, and that business for the year 
was the biggest on record. 


Realty Operation 


According to a statement which came 
from official sources, net earnings from 
real estate operations in the two years 
ended December 31, 1924, annually ex- 
ceeded $1,000,000. Net available for the 
common dividends in the two years was: 
for 1923, $3,319,241; and for 1924, $3,886,- 
615. In other words, in the two years re- 
viewed, realty operations were accountable 
for about a third of net applicable to the 
common stock. To what extent the pro- 
portion contributed by real estate opera- 
tions was increased last year is not known. 
But, assuming that the same ratio is main- 
tained, then the estimated earnings of 
$12 a share on the common stock for last 
year must be reduced to $8 a share, if 
earnings from the merchandising end of 
the business alone are to be considered. 

There have been reports to the effect 
that the directors soon will consider a pro- 
posal to place the common stock on 4 
cash dividend basis of above the old rate 
of $8, which was paid in preferred stock. 

This appears improbable in view of the 
financial condition of the company. It is 
probable that the common stock will re- 
ceive largely common stock dividends. 

Realizing that a substantial portion of 
the earnings of the company come from 
real estate operations, the question arises 

(Please turn to page 162) 
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A Forward “Utility” Ste 


@ What is regarded as a proposal that will “revolutionize” 
public utility financing in New York State is sponsored 
by the Savings Bank Association of New York and 
embodied in bills to be presented at Albany; 


@ MATTHEW S. SLOAN, a leader in the public utility field, 
as well as a Savings Bank trustee, gives to THE FINAN- 
CIAL WORLD his views on the proposed reform. 


By E. MARSHALL YOUNG 


HEAPER financing of the tremend- 
ous expansion which is required 


annually by the public utility com- 
panies—the broadening of the scope of 
savings banks investment—and _ ultimate 
reductions in cost of service to the con- 
sumer of gas, light, heat and power! 


That epitomizes the objective of the 
Savincs BANKs ASSOCIATION of the State 
of New York in the presentation of two 
bills at the present session of the state 
legislature which would make legal for 
savings banks investment certain selected 
high-grade electric light and power, gas 
and telephone bonds. 


This plan, which is far-reaching and 
revolutionary in its possibilities, is the re- 
sult of careful consideration and prepara- 
tion under the leadership of a few men 
and the fact that it has the approval of the 
recognized official organization of the sav- 
ings banks should assure its favorable re- 
ception at Albany. 


Endorsed by Association 


To the support for the plan has been 
added the endorsement of the ASsocIATION 
oF AMERICAN INVESTORS whose member- 
ship already owns thousands of dollars 
worth of public utility securities, and 
whose officials are vitally interested in any 
plan which contemplates such far-reaching 
and highly beneficial changes in the in- 
vestment field. 


In the forefront of the movement which 
finds its culmination in the plan which has 
the endorsement and sponsorship of the 
SAVINGS Banks ASSOCIATION and the As- 
SOCIATION OF AMERICAN INVESTORS, is 
M. S. SLoan, president of the BrooKLyNn 
Epison Company, who also is a trustee 
of the South Brooklyn Savings Bank, one 
of the institutions which would benefit 
under the proposed legislation. 


Mr. SLoan is chairman of the Commut- 
tee on Relations with Financial Institu- 
tions of the National Elecric Light Asso- 
ciation, that collaborated with a committee 
of the Savings Banks Association to 
draft the proposed bill. He there- 
fore, is in a position to see the pro- 
posal from all sides. Moreover, it was 
Mr. S.Loan’s company which last year 
voluntarily reduced the cost of its service 
to its customers, thus passing along to 
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consumers benefits accruing to the com- 
pany as a result of economies in operation. 


Reduced Costs 


One of the first questions which I put 
to Mr. SLoan when the announcement of 
the proposed legislation was made public 
this week, was: “Would not the success 
of this proposal to legalize public utility 
bonds for savings banks investment ulti- 
mately bring about reductions in the cost 
of public utility service to the consumer ?” 


“Anything that reduces the cost of doing 
business must result ultimately in reduc- 
tion in the cost of service,’ replied Mr. 
Stoan. “A public utility company looks 
upon the hiring of money as it does upon 
the employment of labor. The employ- 
ment of both money and labor are fac- 
tors in the cost of doing business, of pro- 
viding service to the public.” 


I recalled the action of BrookLyn Ebt- 
SON last year in reducing rates of its own 
accord, and remarks that were made re- 
garding the action by Mr. Stoan. In an 
address before the Kiwanis Club of 
Brooklyn, Mr. SLoAN said in this connec- 
tion: 

“We practice what we preach. I hope 
that won't be the last reduction in rates 
we shall be able to make. I can promise 
you this—whenever we can make savings 
which warrant a reduction, with due re- 
gard to the future of the company as a 
business institution and a source of essen- 
tial service which cannot be permitted to 
retrograde—that reduction will be made.” 


Millions and millions of dollars are ex- 
pended annually for expansion which is 
necessary in order that the public service 
companies shall be able to provide adequate 
service in answer to a demand that is in- 
creasing constantly. The saving which 
would be possible were the cost of financ- 
ing lowered cannot be estimated in dollars 
and cents. But an idea of the possibili- 
ties may be suggested by a hypothetical il- 
lustration. 


Suppose that a well managed, high 
grade utility company has $100,000,000 in 
bonds outstanding, on which the average 
interest rate is six per cent. Suppose 
that it had been possible to accomplish 
that same financing at a cost of five per 
cent. The saving of one per cent would 





€ Matthew S. Sloan 


President, Brooklyn Edison 


amount to $1,000,000. A million dollars 
that would not have to constitute a fixed 
charge—that might enable the company to 
reduce its service charges to its customers. 

“There is no question but that, were 
savings banks allowed to invest in cer- 
tain high-grade public utility bonds, as life 
insurance companies can invest, the cost 
of the money required for expansion 
would be cheapened, and that would mean 
a saving that, if the saving resulting from 
lower interest charges warranted reduc- 
tion in rates, could be passed along to the 
public,” Mr. Stoan asserted. “The sav- 
ings banks, under present restrictions as 
to investment, have been deprived of an 
opportunity to take advantage of the 
privilege to participate in a large amount 
of financing which has been open to life 
and fire companies and others. The pro- 
posed legislation would lift the restriction 
and open up a field of investment of a 
most desirable character.” 


“It is generally conceded,” went on Mr. 
SLOAN, “that public utilities are honestly, 
economically and wisely managed. Signifi- 
cant testimony as to the truth of this is 
found in the heavy investment in public 
utility securities by the large mutual life 
insurance companies, which are compelled 
to be as careful in the selection of their 
investments as the savings banks could be. 
Three large life insurance companies alone 
hold more than one hundred million dollars 
worth of bonds of electric companies.” 


Insurance Investments 
Speaking of insurance companies, I hap- 
pen to know of a certain bond issue by a 
public utility company which was almost 
(Please turn to page 160) 
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Miscellaneous Industrials 


American Bosch— 
Rating “C”’ 


Preliminary estimates indicate that 
American Bosch Magneto earned $2.41 a 
share on the common stock in 1925 com- 
pared with 77 cents a share on a smaller 
amount in 1924. The company has im- 
proved its financial situation but earning 
prospects in the radio and automobile ac- 
cessory field are of course somewhat be- 
clouded. 





Childs— 
Rating “B” - 

For 1926 Childs Company has maintained 
its policy of paying 1 per cent quarterly 
in stock in addition to 60 cents a share 
quarterly in cash. Earnings for the full 
year have not as yet been made public. 


Commercial & Investment— 
Rating “A” 

Commercial Investment Trust reports 
net income of nearly $3,000,000 compared 
with $2,275,000 in 1924. This is equal to 
$7.34 on 350,000 shares outstanding before 
common stock was increased to 442,000 
shares December 26. 


General Cigar— 
Ratmg “A” 
General Cigar reports net equal to $11.85 
a share in 1925 compared with $12.10 in 
1924. Earnings, however, showed their 
greatest gains and a definite turn for the 
better during the second half of the year. 


General Motors— 
Rating “A” 

Reports of record business by General 
Motors for the first quarter of 1926 re- 
sulted in a sharp advance in market price 
of the stock. Buick and Chevrolet divi- 
sions are reported as doing exceptionally 
well. Whether or not this burst of busi- 
ness activity can be maintained throughout 
the year still remains to be seen. The 
duPont reports issued indicate about $20.60 
a share earned by General Motors. 


Goodrich— 
Rating “A” 

Net profit of B. F. Goodrich for the 
year 1925 is reported at approximately 
$16,700,000 after interest, depreciation and 
taxes, before setting aside $4,000,000 for 
contingencies this net would be equal to 
about $24 a share on the common stock, 
compared with $12.26 a share on the com- 
mon in 1924, Even assuming that some 
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inventory loss has taken place because of 
the recent decline in crude rubber prices 
the stock appears to be very much under 
valued from the standpoint of earning 
power. 


International Agricultural— 
Rating “C” 

International Agricultural has been do- 
ing well market wise unquestionably be- 
cause of the improving status of the fer- 
tilizer industry. Directors announced one 
day last week that they would give con- 








Rating Changes 


Subscribers should revise rat- 
ings according to the following 
changes in order to bring their 
Guenther’s Appraisal ratings up 
to date: 


Ee OT BtoC 
Cuban-American Sugar ...... CtoB 
Devoe & Raynolds .................. AtoB 
| eee BtoC 


Federal Mining & Smelting C to B 
Gabriel Snubber 
General Outdoor “B”............ CtoB 
Inspiration Copper 
Interborough Rapid Tran..C to D 
Manhattan Elec. Supply......B to C 





Manhattan Shirt ................... CtoB 
| ES EO BtoC 
eT LO AtoB 
Ray Consolidated ...................--. CtoD 
a, ee Cto D 


Preferred 
Federal M. & Smelt., pfd....B fo A 
Vir.-Car. Chem., prior pfd....C to B 




















sideration to inaugurate dividends on the 
preferred stock in the early future. That 
early future proved to be the following 
day when an initial quarterly dividend, of 
$1.75 a share was declared. There are 
$14 a share in back dividends due on the 
preferred. 


S. S. Kresge— 
Rating “A” 

S. S. Kresge reports $3.17 a share earned 
on its new stock in 1925 compared with 
$2.80 on the same amount of stock in 
1924. At current market prices of around 
$80 a share the stock is very high com- 
pared with current earnings. 








These reviews written as of Friday immediately preceding date of this issue 
The ratings used in this department are taken from Guenther’s Independent Appraisal of Listed Stocks 





Montgomery Ward— 
Rating “B” 

Montgomery Ward reports $8.05 a share 
earned on the common stock in 1925 as 
against $6.18 in 1924. The company in- 
creased its inventories by more than $8,- 
000,000, but increased its fixed assets by 
only about one and a half million dollars 
during the past year. Apparently its new 
plant expansion has been rather conserva- 
tive. 


Pathe Exchange— 
Rating “A” 

President of Pathe states that 1925 
profits will substantially exceed those of 
1924 and earning prospects for 1926 are 
bright. The company’s pictures are meet- 
ing with increasing public approval. 


Pierce Arrow— 
- Rating “C” 

Pierce Arrow continues to be very 
strong marketwise considering the relative- 
ly small amount of earnings applicable to 
the common stock. Apparently some im- 
portant buying is going on in this issue, 
possibly for control purposes, but its ex- 
act nature has not been disclosed. 


Pressed Steel Car— 
Rating “C” 

Pressed Steel Car plans to convert its 
non-cumulative preferred stock into cumu- 
lative preferred which in turn will be con- 
vertible into new common stock. A new 
company will be organized and stockhold- 
ers can exchange their present preferred 
either into new preferred stock or into one 
share of common and one-fifth of a share 
of new preferred stock. Holders of the 
present common are to receive one-fifth of 
a share of new preferred and one share of 
common. While preferred stockholders 
are benefited by making their stock cumu- 
lative and convertible this is offset by the 
larger amount of preferred. Common 
stockholders appear to be benefited even 
more. ; 

i 


Remington— 
Rating “B” 

President Winchell expects better earn- 
ings in 1926 for Remington because of 
business prospects. Earnings in the first 
half of 1925 were a little over $5 a share 
and somewhat better in the second half of 
the year, indicating earnings of around $12 
a share for the common stock for that 
year. The stock appears to be well ad- 
justed to current earnings. 

(Please turn to page 157) 
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HE bond market has been marked 
T by great activity and strength and 

‘many issues have been carried to 
new highs on very heavy buying. This is 
in spite of continued heavy flotations of 
new issues and is pretty clear indication 
of the great amount of capital seeking per- 
manent employment, and of the effect of 
the ease in money in throwing other funds 
into the bond market. It is believed by 
many that a part of this strength is due 
to buying by private interests seeking to 
reinvest the proceeds derived from the 
sale of their private company holdings to 
the public. More probably, however, pur- 
chases by banks and insurance companies 
have been the largest factor, with some 
transfer from stocks to bonds to protect 
paper profits. 


Local tractions have been notably active, 
especially the Third Avenue issues, while 
the Interboroughs have had some recovery 
from their recent relapse. Convertibles 
have been very strong in spots, notably the 
International Tel. & Tel. 5%4s, which have 
advanced five points from the price they 
were recommended a week ago. The Buf- 
falo General Electric 5s brought out a 
week ago at 99 advanced to well over 100, 
perhaps in sympathy with the flotation of 
a 444% issue in behalf of the Common- 
wealth Edison Company. 

The main issues floated since our last 
review are the following: 


Public Utilities 


$22,500,000 WestERN Unitep Gas & ELEc. 
Co. 54s, 1955, at 99. 

The Western United Corp., which is the 
holding company for a number of utility 
operating properties in Illinois, has con- 
centrated these into one group, and has 
either retired the previously outstanding 
bonds and preferred stocks or pledged 
them under this mortgage. The funded 
debt is thus greatly increased and is out- 
standing at a fairly liberal ratio to property 
valuation. Interest is covered over twice, 
however, and the*bonds, while only medium 
grade, are well protected. 
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By THE BOND EDITOR 
$15,000,000 ComMMoNWEALTH EpIsoN Co. 
Ist coll. 4%4s, 1956, at 93. 


Intimation was given some short time 
ago, that the 444% public utility bond 
would soon reappear among new capital 
flotations, and this is the first new issue 
to bear this coupon. All of the obligations 
of this company, which serves the City of 
Chicago, are investments of the highest 
type, and we do not consider the bonds 
overpriced at the offering quotation. 


$25,000,000 LeHIGH Power SECURITIES 6% 
Debentures 2026 Ser. A at 96. 


This subsidiary of Electric Bond and 
Share is undergoing recapitalization and 
the 100-year debentures represent the stand- 
ard form of financing of the parent com- 
pany. The statistical exhibit shows charges 
covered 2.4 times, a fairly good ratio for 
this type of bond, and the properties from 
which earnings are derived embrace some 
very valuable operating units. The bonds 
will be a good investment, but perhaps 
some of the other 100-year debentures of 
the Electric Bond and Share system are 
slightly more attractive from a price stand- 
point. 


$10,000,000 Cities SErvicE Co. ref. deb. 6s, 
1966, at 93%. 

The bonds have been sold to provide for 
the retirement of an equivalent amount of 
convertible debenture 6s. The company’s 
setup shows interest earned more than nine 
times in 1925, but a consolidated income 
account, taking into consideration subsi- 
diary charges and dividends, would show 
no such ratio. Nevertheless, the bonds ap- 
pear well protected, and show a liberal 
yield for a public utility issue. 


$5,000,000 Cuicaco, Aurora & Excin R. 
R. Co. Ist ref. 6s, 1951, at 96. 

This is one of the best traction proper- 
ties in operation, giving a high speed elec- 
tric freight and passenger service out of 
Chicago. The bonds are probably good, 
but the company’s record has been an er- 
ratic one, and the history of properties of 
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this type has been characterized by :awh 
trouble. There is little reason to recom- 
mend these bonds in preference to some of 
the power company debenture issues selling 
on the same basis. 


Railroads 


$30,000,000 BaLtrMore & Onto R. R. ©. 
ref. & gen. 5s, 2000 (Series D) 
at 9514. 

This issue is partly for the refunding of 
U. S. Government and U. S. Railroad Ad- 
ministration loans, and partly to cover per- 
manent improvements to the property. The 
Baltimore & Ohio has been singularly for- 
tunate in being able to refund its obliga- 
tions in a period very favorable for such 
financing, and it has had the advantage of 
a relatively favorable rate structure. Asa 
result, its credit has been greatly strength- 
ened over the past two years, and the 
physical condition of the road greatly im- 
proved. ‘These bonds cannot be classified 
among the highest grade rail issues, and 
while a strong investment, are not particu- 
larly attractive for the individual investor. 
The fact that they are “legal” will impart 
a somewhat artificial price level, but the 
great demand for legal issues should main- 
tain a good price. 


Foreign 


$25,000,000 RHEINELBE UNION 7s, 1946, at 
94. 

A German industrial combination which 
may work out well over a period of years, 
but which does not now occupy an emi- 
nently strong position. The showing is not 
particularly satisfactory, if tax deductions 
are considered, and in the aggregate, the 
bonds do not look as attractive as the ma- 
jority of German issues which have been 
floated in this market. 


$4,500,000 CoNsoLIDATED MUNICIPALITIES 
OF BADEN 7s, 1951, at 93. 

A good issue of the general type but o 
more attracitve than many similar issues 
with better seasoning. Priced in line with 
the general market. 

(Please turn to page 158) 
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@ Judge Gary 


EPORTING but $12.82 a share 
R earned on its common stock in the 


remarkably prosperous year of 
1925 will perhaps come as a disappoint- 
ment to shareholders in view of the $11.77 
reported in 1924 when conditions generally 
were far less favorable. The net of $16.42 
in 1923 was not approached largely because 
of lower prices for steel products. 


The earning report of our largest in- 
dustrial corporation is always of interest. 
As these earnings are given by months they 
are of particular interest. However, ap- 
partently U. S. Steel has devised a system 
(at least during 1925) which made pos- 
sible reporting practically the same month- 
ly earnings throughout the year although 
its plant operated at from 60 to 85% at 
various times during 1925. 


Depreciation Charges 

With the exception of February when 
net was slightly more than $12,000,000 
monthly earnings never dropped below 
$13,000,000 nor got as high as $15,000,000. 
That the amount of net earnings is con- 
trolled to some extent by the amounts 
charged to depreciation is indicated by 
the fact that these charges reached the 
high total of $56,021,681 in 1925 compared 
with less than $49,000,000 in 1924. These 
charges are equal to about $10 a share 
on the outstanding common. This is a 
strictly bookkeeping entry and the Corp- 
oration has the cash on hand to use as it 
fit either in its investment account 
or in additions to plant. In addition the 
corporation appropriated $25,000,000 from 
surplus earnings for betterments and ad- 
ditions. This would indicate that the com- 
pany has some $80,000,000 available as the 
result of 1925 operations for this purpose, 
after paying $7 in dividends on the com- 
mon and carrying about $1 more per share 
to surplus. 
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United States Steel in 1925 


@ U. S. Steel has made public preliminary earning 
statement for 1925 which shows $12.82 a share earned 
in 1925 compared with $11.77 a share in 1924; 


@ Company declared usual extra of 50c on the common 
and regular dividends of $1.25 along with the regular 
dividend of $1.75 on the preferred stocks; 


@ Year was featured by a remarkably even distribution 
of net earnings month by month and the relatively 
small gain in net over the previous year is largely at- 
tributable to more liberal depreciation charges. 


It is interesting to note that way back 
in 1902 U. S. Steel earned as large a 
surplus for dividends as it did in 1925. 
However, less than half as much was 
charged against depreciation and similar 
accounts in that year. U. S. Steel has 
unquestionably greatly improved the invest- 
ment status of its common stock since 1902 
and with the same accounting methods in 
effect as in 1902 doubtless 1925 net earn- 
ings would have been much larger. 

It is known to be the desire of the man- 
agement to have the common stock re- 
garded as an investment. By making 
very liberal depreciation, replacement and 
extraordinary charges in prosperous years 
and smaller ones in leaner years the com- 
pany can report good earnings in nearly 
any year (and as it did in 1925) in nearly 
any month. Thus the net monthly earnings 
of our greatest industrial corporation are 
hardly a true index of the fluctuations in 
general business conditions. 

The preliminary report is only of earn- 
ings and the financial condition will not be 
revealed until the 1925 report is made 
public. There is little question but that a 
remarkably strong cash and marketable 
security position will again be shown. 
From a longer term outlook it is also 
questionable as to how much the corpora- 


tion can continue to charge to depreciation 
and other special accounts. National Bis- 
cuit reached the end of such large charges 
several years ago and a remarkable gain 
in net was reported thereafter. It is also 
reported that American Can has about 
reached the end of its extraordinary 
charges of this character. 


These heavy charges while doubtless 
perfectly legitimate serve the useful pur- 
pose of reducing net earnings and reduc- 
ing tax payments. They take nothing 
from the real value of the property and 
as a matter of fact what is saved in tax 
payments is added to real values. A re- 
duction in taxes (which is not in near 


prospect for corporations) may bring 
about a change in these accounting 
methods. 


It appears probable that U. S. Steel 
directors will in the near future put the 
common sock on a regular $7 yearly basis 
and thereafter may more liberally award 
stockholders with extras or a stock divi- 
dend that would mean something because 
of the high property value behind the 
common. It unquestionably, because of its 
low costs and strongly entrenched position 
in the industry, represents the soundest 
common stock purchase in the steel group. 











“From Main Street to Wall Street” 


An editorial in the New York World amplifies the recent article pub- 
lished in Atlantic Monthly by Professor Riptey of Harvard under the 
title of “From Main St. to Wall St.,” in which he decried the practice of 
depriving stockholders of the voting rights in their corporations as dan- 
gerous—and suggests to the Stock Exchange, without impugning the mo- 
tives of bankers, whether it cannot take such action as would prevent such 
procedure—holding that the Exchange owes this duty to the public. 


Whether the Stock Exchange can exercise this power THE FINANCIAL 
Wor pb is unprepared to say, but it is of the same opinion as is the New 
York World and Professor Riptry, that the procedure is impregnated 
with evils from which the nation eventually will suffer, since it is a 
despotic principle which divests stockholders of the right to protect their 
property and concentrates this power in the hands of a limited group. 


The investor, until this condition is corrected, can protect himself and 
his capital only by refusing an interest in any corporation unless the stock 
purchased carries with it the right to vote. 
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By THE OBSERVER 


After a separation of nearly twenty 
years a close alliance has again been 
established between the Rock Island 
and the Frisco railroad through the 
purchase by the latter, in conjunc- 
tion with its bankers, of a substantial stock interest in 
the former railroad. When this announcement was 
officially made, the newspapers at once heralded it as 
the first step in the merger of these transportation lines, 
much to the surprise of the financial community, which 
had long ago decided if the Rock Island was to enter 
into such a combination its natural partner in this 
alliance would be the Southern Pacific, whose credit 
and strong financial structure would prove a strong 
asset for this union. 


Old Friends 
Come 
Together 


Years ago, when Reid was ambitious to play a large 
role in the railroad world in conjunction with the 
brothers Moore, they built up a pyramid whose super- 
structure was too large for its base to uphold, the 
pyramid consisting of the Rock Island and the Frisco. 
It fell to the ground, as was expected. Since then both 
roads have been reorganized and refinanced on a sound 
basis—but even now it is to be questioned whether the 
minority stockholders of the Rock Island would con- 
sent to a merger between the two properties, should 
the Interstate Commerce Commission grant its permis- 
sion—and they would have their legal right to object. 


It is barely possible the acquisition by the Frisco 
of a large block of Rock Island is simply a strategic 
move by its backers to receive consideration in any 
merger. with the Southern Pacific. There is much of 
this kind of maneuvering going on behind the scenes 
for positions of advantage when the time comes to put 
through the mergers planned between the various trunk 
lines of the country. 


On another page of this issue is 
Ottinger’s published a general program con- 
Prescription sisting of ten simple rules prescribed 
Against Fraud by Attorney General ALBERT Or- 
TINGER whereby the investor can 
protect himself against financial fraud. None of these 
safeguards are difficult to understand. Every one of 
the ten rules, if practiced by the investor whenever he 
is approached to purchase a security about which noth- 
ing is known, is certain to protect him against acquiring 
an investment that is bound to end in loss because it 
was conceived in dishonesty. 

We publish these ten warnings so that investors can 
clip them out and frame and hang them on the wall to 
remind them how to treat strangers when they are 
approached to buy their securities. Honest stock sales- 
men will not feel offended when asked to submit their 
offerings to the acid test of the Attorney General’s 


investment formula. They would welcome such a care- 
ful investigation, for they are aware that nothing helps 
them more quickly to gain a satisfied client than con- 
fidence when once established. 


It is the fraud and the trickster who fears investiga- 
tion—any suggestions along this line will quickly make 
him run away, for he realizes exposure soon ends his 
activities. When these financial charlatans espy this 
warning on the investor’s wall they will not waste much 
time on him and the result is the removal of a threat- 
ening danger. 

If investors generally could be prevailed upon to 
follow strictly these ten rules they will be surprised at 
how much more money they will keep out of the for- 
tunes they have saved. At least it is certain that these 
ten safeguards could cut down the annual loss of more 
than a half billion dollars in worthless securities in the 
Empire State alone to as many millions, and that would 
prove a great economic saving to the wealth of the 
country. 


Overindulgence in buying on credit 


Buying On by the individual is no greater fail- 
Installment ing than the same mistake into 
Plan which the frailty of human nature 


falls in other directions. Only when 
the practice takes hold generally of the whole people 
does it assume a dangerous phase. This broad analysis 
can be applied to the universal practice of buying mer- 
chandise, clothing and luxuries on the installment plan 
which, because of its growing proportions, has aroused 
criticism. There are some who go so far as to say of 
it that it is leading the public into such a heavy debt 
it will find it difficult to throw off without involving 
the whole country in financial embarrassment. 


Of this probability there is slight fear in face of the 
conclusive evidence on hand that the mass of the 
people have not lost the habit of thrift. The proof 
of the evidence of this saving habit is produced by the 
statistics of the savings banks and the life insurance 
companies, both of which report for the last year an 
impressive increase in deposits and insurance applied 
for. These figures bear reliable testimony to the fact 
that the people have not forgotten there is always the 
possibility of a rainy day coming and marring their 
happiness and contentment and are taking the proper 
provisions to set aside out of their income a nest egg 
to protect themselves, despite the present era of pros- 
perity through which they are passing. 


Buying on the installment plan is but another form 
of employing the individual’s credit which, if prudently 
exercised, is not an encumbrance but enables him to 
enjoy to a larger degree the comforts of life to which 
each person is entitled during the short span on earth. 
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Does It Menace American Copper: >| 


« An enterprise, fifteen years in the making, that has only lately attracted 


attention ; 


@ Promises to far outstrip all competitors as a producer of the red metal; 


@ Lack of definite information has developed erroneous opinions on the 
part of American copper investors which this analysis should be helpful 


in correcting; 


€@ World’s copper needs should readily absorb company’s output and a de- 
mand for still another Katanga in next decade is indicated. 


HEN a pioneer in the business of 

WV forecasting the trend of things 

in the stock market and business 
generally suddenly learned last year that 
Africa was also in the copper business, 
with his well-known penchant for pub- 
licity and ability to get it, he struck fear 
in the hearts of copper stockholders 
throughout the country. He credited an 
equally well-known member of the min- 
ing profession as being the source of his 
information, gleaned while they were 
strolling on the beach near their sum- 
mer homes. 

The situation in question had been de- 
veloping for fifteen years, but in the 
bright light of a new discovery, its pos- 
sibilities loomed large. Hence, the in- 
troduction to the American public and 
to holders of American copper stocks in 
particular of Union Miniere du Hant- 
Katanga, or just Katanga as it is best 
known, as the new copper giant whose 
efforts were destined to put our best 
competitive abilities to rout. Not only 
in respect to volume of output, but also 
as to low production costs it 
thought likely to become a bogie. 
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By E. E. ANDERSON 


The indicated result was anything but 
pleasant for the reflection of holders of 
stocks in our well-established copper in- 
dustry. Realization of their hopes dur- 
ing the post-war, and after, readjustment 
period, had been so long deferred that 
they were in no mood to accept philo- 
sophically a further setback and one 
that would apparently be hard to over- 
come. There arose immediately a wide- 
spread demand for information that 
would either offset what had been pub- 
lished or confirm their expectations of 
the worst and enable them to act in ac- 
cordance. Let us see, therefore, what 
Katanga represents, what its record is, 
and what it may be expected to become 
in the future. 

Katanga today is one of the world’s 
greatest copper enterprises and prom- 
ises to far outstrip all competitors 
within the next decade. Therefore, it 
commands attention. If anyone believes 
that copper demand is going to remain 
stationary during this era of industrial 
expansion, electrification of industry, 
and world-wide development of power 
resources, then the outlook is not en- 
couraging. But who can believe with 
the record of the quarter century just 
passed before us, or can visualize but 
partially what the outcome of projects 
now outlined will mean, that anything 
but continued progress must follow. 

In a region of rounded hills and steep- 
sided valleys nearly a mile above sea 
level in the southern part of the district 
of Katanga, Belgian Congo, is a cop- 
per-bearing belt nearly 200 miles wide, 
containing upwards of 100 copper out- 
crops to which Union Miniere du Hant 
Katanga has a mining concession. The 
principal mines in the order of their 
ore production are the Kambove, Li- 
kasi, Star, Ruashi and Kalabi. They are 
widely separated, the Kambove and 
Star being 100 miles apart. Another 
mine, the Kipushi, is probably also now 
in production. The company also con- 
trols a tin-bearing belt nearly 100 miles, 
and its rich uranium Chinkolobive mine 
has enabled Belgium to control the 
world’s radium supply since 1920. A 
total of thirty-five grains of radium had 
been sold up to last year. 

Katanga started production in 1911 
with an output of 2,197,000 pounds of 


copper, which gradually increased until 
1917, when the amount was 60,000,000 
pounds. Then for several years smaller 
figures were shown until after 1920. The 
total was 189,000,000, while that for last 
year is estimated at 198,000,000 pounds. 

Thus it will be seen that in fourteen 
years Katanga has increased its output 


196,000,000 pounds, or averaged over 
this period about 14,000,000 pounds 
yearly. During the first half of this 


period the average annual increase was 
over 6,000,000 pounds, while in the last 
half it averaged 22,000,000 pounds yearly. 


However, 1925 figures were only ap- 
proximately 9,000,000 pounds or 5 per 
cent above 1924 due to transportation 
conditions and shortage and inefficiency 
of labor. At present the company em- 
ploys 15,350 men, of whom. 14,000 are 
blacks. These are the two factors that 
will largely determine the rate of the 
company’s future expansion. 


Katanga properties are 1,500 miles 
from the nearest seaport and its copper 
has had to go through six separate 
trans-shipments, water and rail, in order 
to reach the coast. The port conges- 
tion has also been a handicap. This 
condition will be remedied by the com- 
pletion of the Benguella’ Railroad, 
which it is expected will require about 
three years. 


The labor problems will probably al- 
ways exist in one form or other. Vari- 
ous plans have been considered to sup- 
plement the native supply, one being to 
import Chinese. At the best, even if 
numbers are available, the quality will 
be anything but satisfactory. This 
added to the expense of bringing in fuel 
and supplies and heavy shipping charges 
on outgoing copper combine to give the 
enterprise an estimated production cost 
of between 9 and 10 cents per pound, 
although operating on a very high aver- 
age grade of ore. 

The 1924 production of 189,000,000 
pounds was obtained from 1,564,958 
tons of ore or an average of 120 pounds 
per ton, the net recovery being 6 per 
cent. Ore reserves as of January 1, 
1925, were officially estimated at 74,686,- 
600 tons, averaging 6.69 per cent copper, 
the equivalent of nearly 5,000,000 tons 

(Please turn to page 154) 
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newspapers 
having risen from 
this sick bed in 
the hospital and 
turned the market 
against the bears. 
piThe story reads 
Swell, but it must 
ibe taken with a 
eliberal dose of 
salt. There is no 
man big enough financially nowadays 
who can control the trend of stock prices 
alone unless prevailing conditions favor 
his operations. That might have been 
possible a quarter of a century ago, 
‘when there were only a few speculators 
compared with the millions of investors 
who now control the course of the stock 
market. Yet as long as the human mind 
craves for sensation and the newspapers 
find it good business from a circulation 
standpoint to cater to it, we will hear 
from time to time how some daring 
(Canute emerges from the ranks of the 
large speculators and by waving his 
magical rod makes the market do his 


bidding. 
B EFORE the cycle of railroad mer- 
gers are completed there is good 
reason for believing it will vary consid- 
erably from the elaborated plan outlined 
by the Interstate Commerce Commis- 
Sion in its preliminary program. Man 
proposes and fate disposes, showing how 
feeble man becomes in the hand of des- 
tiny. We are likely to witness in the 
arena of these mergers a battle between 
Titans in the railroad world. On one 
of these giants the eyes of the world 
will be focused. This is Loree, upon 
Whose shoulders the mantle of Harri- 
man has fallen, as well as the backing 
of the millions still in the possession of 
the late railroad Napoleon’s family. In 
the background watching what this man 
of mystery is up to are the powerful 
Morgan and Kuhn-Loeb groups. It will 
be a fight worth while watching, remind- 
ful as it will be of the days when North- 
ern Pacific was the rich pawn which 
financial geniuses were struggling to 
control, 








* * * 


* * * 


66 HE public has won the coal 
strike”; so avers John Hays 
Hammond in a public statement. This 
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well known mining engineer can see no 
suffering from the lack of anthracite 
coal, and even if the deadlock continues 
through to the summer, he thinks there 
will be no hardship. Except in a few 
isolated sections, so far as the public is 
concerned, no attention is paid to this 
labor controversy, so slight a ripple is it 
causing. There is plenty of coal and 
coke so long as the bituminous mines 
are fully employed. They are profiting 
irom the die hard. spirit that is sepa- 
rating the operators and miners in the 
anthracite coal fields. Both factions 
have already lost more through their ir- 
reconcilable attitude than they can ever 
gain through what concessions they 
grant, as eventually they must, for this 
strike will end as all strikes must, by 
compromise. Lewis, the mine leader, 
can strut around all he wants to in the 
guise of a martyr to the principle of “no 
arbitration,” but he is only fooling him- 
self with his uneconomic principles. The 
just in their cause need never fear arbi- 
tration. 


* * x 


HE bugaboo of a possible oil short- 

age has been smashed to smither- 
eens by the oil producers at their annual 
meeting at Los Angeles. The word has 
gone forth from this authoritative center 
that the oil supply is almost inexhaust- 
ible. It would seem so from the evidence 
furnished whenever the price of oil goes 
high enough to make wild cat drilling 
profitable. Then new fields are uncov- 
ered and big wells brought in. The oil 
business needs fear less possible exhaus- 
tion than proper control of production. 
From this evil it suffers the most. There 
is always too much oil when it is least 
required and when this happens the big 
and rich companies benefit to the detri- 
ment of the small and light-waisted op- 
erator, for they buy up the surplus stock 
and store it to sell at a more propitious 
time and for a comfortable profit. 

oh 2 


FTER a prolonged trial, the court 

hearing the case against the di- 
rectors of the Denver & Rio Grande in 
the suit alleging fraudulent intent to de- 
stroy the rights of the stockholders, dis- 
missed the action. The outcome was 
generally expected. The learned justice 
intimated that the directors might have 
acted with greater discretion, and this 
opinion a good many people who fol- 
lowed the Gould financing among the 
railroads under his control share. At 
least it was felt that they could have 
prevented saddling the solvent Rio 
Grande with the guarantee of the pay- 
ment of interest on the Western Pacific 
bonds—but this step was not illegal, it 
was only a question of judgment. To 
prove fraud, the existence of criminal 
intent must be clearly shown in the 
minds of directors, and most lawyers 
will tell you such proof is about the most 
difficult to establish in a legal action. 
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52% to 7% annually — 
with safety of principal. 
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‘‘Public Utility Securities 


as Investments’’—also our 
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| Magnolia Petroleum Co. 

| Serial 414% Gold Debentures 

| Due February 15, 1932-34 

The Standard Oil Company of New York has assumed the 
| due and punctual payment of the principal and interest of 


Prices yielding about 5% 
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Bethlehem Steel Corporation 


A booklet outlining the growth of the Beth- 
lehem Steel Corporation and analyzing various 
aspects of its present situation, including its 
capital structure, property investment, earning 
Capacity and its improved position as a result 
of its large rebuilding and construction pro- 
gram now approaching completion, is available 


Copy may be had upon request 


CHAS. D. BARNEY & CO. 


Members New York Stock Exchange 
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of metal. This would.indicate a life of 
fifty years at the present rate of opera- 
tion. However, there have been esti- 
mates of ore over the company’s whole 
area as high as 300,000 tons. This, of 
course, is of all grades and much of it 
could not be mined profitably on the 
basis of present costs and price for cop- 
per metal. 

Katanga is controlled through stock 
ownership by Societe Generale de Bel- 
gigne and Tanganika Concessions. The 
latter shares have enjoyed activity and 
advancing prices on the London Stock 
Exchange within the past year. In 1925 
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the company issued new securittes to 
finance plant, power, railroad and re- 
finery construction, It has been stated 
that the Belgian government is in con- 
trol and the new security issues con- 
tained restrictions that were designed io 
prevent American capital from becoming 
too strong in the company. It may be 
recalled by investors that of the $50,- 
000,000 loan floated by Belgium in the 
United States last June approximately 
one-half was marked to be used for rail 
construction and public works to aid the 
industries of Belgian Congo. 

In connection with its security offer- 
ing last year Katanga announced its pro- 
gram of increasing output to between 
400,000,000 and 500,000,000 pounds of 
copper annually by the end of five years. 
In view of the many years that have 
been required to reach its present peak 


of 200,000,000 pounds this is an ambi- 
tious undertaking. Yet it may be done, 
and there are estimates that Katanga 
will be able to produce 700,000,000 
pounds of copper annually by the end 
of 1935. Whether or not this is a rea- 
sonable expectation we will accept that 
figure in our study of its influence on 
the world as a whole accomplish? 


Fourteen Year Record 


During the fourteen years from 191) 
to 1925, when Katanga increased its an- 
nual output from 2,000,000 pounds to 
200,000,000 pounds, what did the copper 
industry of the United States and of 
the world as a whole accomplish? 


Production of the United States in- 
creased from 1,097,000,000 pounds to ap- 
proximately 1,700,000,000 pounds, a gain 
of 600,000,000 pounds, or three times 
that of Katanga. In the same period 
world production grew from 1,960,000,- 
000 pounds to 3,000,000,000 pounds, a 
gain of 1,040,000,000 pounds, or more 
than five times that of Katanga. 


A comprehensive survey that has been 
made of the history of copper produc- 
tion and consumption sets forth that the 
world’s annual copper requirements by 
1935 will increase 65 per cent or 2,000,- 
000,000 pounds. At the same time a 
survey of the assured, probable and pos- 
sible increases in annual production 
shows a total of 1,600,000,000 pounds. 
This compilation, which by the way ai- 
lows Katanga an increase of 500,000,000 
pounds, or a total annual production of 
700,000,000 pounds, shows an apparent 
world shortage of 400,000,000 pounds, or 
9 per cent of total requirements. These 
needs can apparently be met only by an 
advance in the price of the metal that 
would permit a profit margin in the 
operation of higher cost properties or 
the bringing into production of new en- 
terprises. 


Using Up Reserves 

Meanwhile, it must not be overlooked 
that all mines now producing are stead- 
ily using up their reserves, a situation 
that all but a few major properties will 
find more serious before the end of the 
next decade. A dozen illustrations could 
be given of important copper properties 
that have become depleted within recent 
years or that are now on the down 
grade. Among the latest to be so af- 
fected were Wallaroo & Moonta Mining 
& Smelting Co. and Mount Morgan in 
Australia, leaving that great continent 
with but one consistent copper  pro- 
ducer, Mount Lyell Mining, and a doubt 
as to whether domestic needs can be 
met. 


Yes, without question Katanga is an 
important factor in world copper pro- 
duction, but far greater than the output 
of any enterprise or group of enterprises 
is the world’s growing appetite for the 
red metal. The reason is plain, copper is 
one of the essential raw materials on 
which world progress depends. 
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Association of American Investors 
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ers’ Association, the American Publishers’ 
Association, the Association of Investment 
Bankers of America and numerous other 
mutual organizations formed for the ad- 
vancement of the interests of the crafts 
and professions they represent. 


Before the bar of public opinion when 
these organizations have a cause to plead 
they are at once accorded a respectful and 
serious hearing, for it is generally under- 
stood that they speak for an important sec- 
tion of public thought and interest. Such 
is the power of union properly directed. 

However, as I pointed out in my edi- 
torial explaining the proposed Association 
of American Investors, the only important 
interest concerned intimately with the pros- 
perity of the nation, which remained un- 
organized and unchampioned by its own 
national organization, were the American 
investors. The only reason to which I 
could ascribe their lack ot organization 
was that the proper leadership had not yet 
come forth. 


If I am wrong in this conclusion the 
future of the newly organized Associa- 
tion of American Investors will quickly 
confirm it. That fact remains to be 
proven. When I think of the wealth con- 
trolled by American investors, a wealth that 
was capable of raising more than $25,000,- 
000,000 to finance the United States in the 
world war and invested more than twice 
this huge sum in private investments in 
addition, I can vision what a powerful 
national organization they can foster 
among themselves. 


For the attainment of this purpose I 
have had organized the Association of 
American Investors. It provides them 
with the vehicle by which they can take 
their place among the other important na- 
tional organizations. So that the new or- 
ganization starts properly on a‘ career of 
widening usefulness to legitimate invest- 
ment and finance I have conferred on it 
without cost a membership of more than 
17,000, thus compelling recognition because 
of the large body of investors it will rep- 
resent. The preliminary expenses of the 
organization have been financed by THE 
FINANCIAL Wortp, and this financial as- 
sistance will be continued without any ob- 
ligation to it until it has attained a posi- 
tion where it can stand alone. All the 
ofheers and directors of the organization 
have consented to serve without salaries or 
fees, for I am most anxious for its ulti- 
mate success, realizing what it will mean 
in a constructive sense to American in- 
vestors in the course of time if they can 
be induced to stand behind it with a united 
front. 


To the legitimate financial interests of 
the country and to the constructively man- 
aged corporations there is nothing inimi- 
cal in the Association of American In- 
vestors. They will always find in it a 


January 30, 1926 


co-operating agency for the Association 
recognizes in their efforts a communal in- 
terest. It does not intend to be a meddling 
Lusy body—but proposes to regard every- 
thing which concerns the welfare of the 
investment interests with an unbiased 
judgment. It intends to be helpful where 
it can help and use every proper and legal 
weapon in defense of its membership when 
confronted by indisputable evidence of at- 
tempts to injure the security and peace of 
mind of investors. 

In several directions already the Asso- 
ciation of American Investors can under- 
take a constructive work in behalf of its 
members and investors in general. What 
this work is I shall briefly summarize now 
and in future issues of THE FINANCIAL 
Wor tp elaborate on it. 

I feel the time is ripe for the associa- 
tion to undertake a campaign of education 
on the advantages of customer ownership 
of the railroads, those great and indis- 
pensable arteries of commerce, without the 
existence of which no single individual 
would enjoy the prosperity he does today. 
If the railroads were owned more widely 
by the public it is certain they would be 
less of a target of self seeking profes- 
sional politicians and radical agitators who 
derive what power they wield directly from 
the public. What customer ownership has 
accomplished for the public utilities in 
building up public opinion when their cause 
is just it can do for the railroads of the 
nation, and it would unshackle them from 
the repression which has so seriously in- 
terfered with their expansion in the last 
ten years. There is no more constructive 
labor that an independent organization like 
the Association of American Investors can 
engage upon than the foregoing. 


Legislation Under Way 


There is at present a well-intended ef- 
fort on foot to induce the legislature of 
New York to amend the law prescribing 
for savings banks what securities are legal 
investment for their deposits so that 
it will include seasoned public utility 
bonds. This law was framed many years 
ago and in many respects has become an 
antiquarian statute since investment condi- 
tions are as prone to changes as is human 
life. Investors’ interests, especially those 
residing in New York state, would derive 
an immeasurable benefit from an amended 
law permitting the inclusion of properly 
protected public utility bonds—and in turn 
the savings banks would secure an oppor- 
tunity for the purchase of securities cap- 
able of increasing their incomes from in- 
vestment without the least increase in 
jeopardy to their deposits. 

Recently there has arisen considerable 
agitation that the state enact for the bene- 
fit of investors in real estate securities a 
law compelling a standard form of prop- 
erty appraisal by an independent and desig- 
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do. A copy will be sent on request. 








DRESSER & ESCHER 


115 Broadway New York 


























LEGAL FOR TRUST FUNDS 
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55 FIFTH AVENUE BUILDING 
Appraised hy. 
F. C. Goode Co., Inc., 
William Kennelly, Inc., 


Outstanding Amount 
First Mortgage $1,900,000 


$3,185,000 
$125,000 


We recommend the First Mortgage 
6% Loan on this New York Ci: 


business property, to yield 5.91° 


A.B.Leache Co., Inc. 


_ 62 Cedar St., New York 
105 S. LaSalle St., Chicago 


Boston 


Philadelphia Cleveland 




















nated board of appraisers. Such a law 
could be made a constructive one pro- 
vided it is properly drawn and would not 
be at all objectionable or obstructive to 
legitimate and conservative real estate 
mortgage and bond houses. A_ proper 
measure of this sort the Association of 
American Investors could and would read- 
ily endorse and use all its influence to se- 
cure its passage. 

Here are three opportunities provided 
the Association to render to its members 
and investors a constructive service. What 
will be done along these lines will be re- 





ported to the whole membership through 
a special department in THE FINANCIAL 
Wortp that will be devoted to the activi- 
ties of the Association. 

Now that the organization is legally 
formed and properly manned I leave its 
future in the hands of its membership. I 
am filled with hope that its importance will 
be fully recognized by American investors 
and with their assistance it will be launched 
on a career of usefulness in their interest 
for only by such aid and co-operation can 
it in the fullest sense function as their 
national organization. 








telegraph or telephone. 


These are the rules to follow: 


pany asking you to purchase. 


and investigate. 


prospects of the company. 


of the proposition. 


in the same business. 


of the guarantor. 


a suspicious fact. 


other persons as well as yourself. 








Attorney General Ottinger’s 
Safeguards Against Frauds 


@ ‘Ten simple and easily applied rules which investors 
should carefully follow; 


« Hang them on your wall where they will always re- 
mind you what to do when an unknown stock sales- 
man approaches you, whether in person, by mail, 


1. Know, or find out, the responsibility of the person or firm or com- 


2. When the person or company is unknown to you, demand references 
Do not be a victim of the one-call system. Take your 
time when strangers try to sell you securities. 


3. Inquire of some reliable person or firm, familiar with the char- 
acter of business in question, for an opinion of both the standing and 


4. Do not hesitate to ask your banker or your lawyer what he thinks 


5. Remember that while bonds are, as a rule, safer than stocks, bonds 
also become worthless when the security they represent is impaired. A 
worthless bond is no better than a worthless stock. 

6. Do not believe that the sensational success of one company in a 
stated line or field is a guarantee that any other company will succeed 


7. Take notice that what may seem to you to be guarantees by 
promoters or stock salesmen may after all legally be considered nothing 
more than opinions or hopes, or a statement of mere prospects. 
value of a guarantee depends upon the integrity and fingncial strength 
When a security is described as, for example, an 8 
per cent guaranteed bond or stock, the legal effect is merely that the 
company will pay 8 per cent dividends provided it earns them. 


8. When printed agreements are offered for you to sign, remember 
that separate promises by salesmen, not 
agreement, are not binding upon the company. 

9. Always insist upon having a witness present when acting upon any 
verbal representations regarding securities. 
place yourself in a position to prove the representations made to you if 

_ you are compelled to bring court action. 
insists upon interviewing his prospective victims alone. Absence of any 
printed or written matter authenticated by an officer of the company is 


10. If you become victimized by swindlers, or are suspicious of the 
actions of any company or individual in transactions in securities, do 
not delay in notifying the office of the State Attorney General. Not only 
do you thus place the crooks in the way of punishment, but you protect 


Approved by Association of American Investors 


The 


incorporated in the printed 


Bear in mind that you must 


The security swindler always 
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Bulls and Bears 
(Concluded from page 148) 
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Savage Arms— 
Rating “B” 


Savage Arms has declared a dividend of 


$1 a share on its common stock. This is 
the first dividend paid on the common 
stock since 1920. Profits in 1925 were 
somewhat below those of 1924. 


Skelly— 
Rating “B” 

President Skelly estimates that a net of 
between $4 and $5 a share will be re- 
ported by his company for the year 1925 
after allowing for all charges. This is a 
very favorable showing, and the company 
has been rounding out itself in the oil in- 


dustry by greatly increasing its refinery 
output, 


Sloss Sheffield— 
Rating “A” 

It is estimated that Sloss Sheffield will 
show between $14 and $16 a share earned 
on the common stock in 1925. How de- 
pendent this company has been on the 
boom in the Southeast is indicated by the 
fact that in 1925 86% per cent of the com- 
pany’s sales were made south of the Poto- 
mac and Ohio River, compared with but 
53 per cent in 1922. 


Superior Steel— 
Rating “D” 
Superior Steel reports earnings equal to 
$1.22 a share on the common stock in 
1925, compared with 48 cents in 1924. 


Texas Company— 
Rating “A” 

It is estimated that Texas Company will 
show between $6 and $6.50 a share earned 
on the common stock in 1925, which are 
the biggest earnings in its history, which 
compares with $4.02 a share earned in 
1924, Unquestionably the company will 
report the strongest financial condition in 
its history. Current assets are around 
$143,000,000 as against current liabilities of 
$12,000,000. 


Texas Gulf— 
Rating “A” 

Texas Gulf Sulphur reports $8.95 a 
share earned in 1925 against $7.58 in 1924. 
Further substantial increase in earnings is 
looked for as a result of higher sulphur 
prices during the current year. 


United Fruit— 
Rating “A” 

In 1925 United Fruit almost equaled its 
record earnings of 1923 when $22.55 a 
share was earned on the common stock, 
compared with $17.29 in 1924, and $23.10 
in 1923. The company is in the strongest 
cash position in its history with cash and 
investments around $35,000,000. 


Ward— 
Rating “B” 
Ward Baking reports $2.18 earned on 
its Class B stock which is selling around 
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$80 a share, compared with $2.55 a share 
in. 1924. At the current market price the 
stock appears to be discounting a great 
improvement in earnings. 
! 
White Rock— 
Rating “A” 
White Rock reports net equal to $3.80 a 
share on its common in 1925 as against 


$2.99 a share in 1924. 


Wilson & Company— 
Rating “C” 

Prolonged receivership of Wilson & 
Company promises to come to a close as 
February 23 has been set as the date for 
the sale of properties to committees repre- 
senting various classes of securities. It 
is expected that reorganization will be 
completed shortly thereafter. 


Woolworth— 
Rating “A” 

Woolworth reports $9.46 a share earned 
on its stock in 1925 as against $7.95 a 
share in 1924. The company has now writ- 
ten down its good will to $1 a share and 
wound up 1925 with nearly $15,000,000 
cash on hand. 








OVER-STAYING A 
BULL MARKET! 


Most investors make money in a bull mar- 
ket. That is easy. 


But, unfortunately, few know when to sell 
and insure their profits. As a result, all of 
the profits, and more, are lost in over-stay- 
ing the market. 


WHAT’S AHEAD NOW? 


Since early November, while individual 
stocks have gone into new high ground, the 
market as a whole has made little or no 
progress. 


Does this indicate widespread distribu- 
tion? Is there danger of heavy losses ahead 
in the present situation? Or, should mate- 
rially higher levels be seen, following recent 
action? 

A NEW analysis of the stock market, just 
available, answers these questions in a clear, 
plain manner, giving the unvarnished facts 
in the present situation. 
It is FREE. 


Simply ask for FWJ-30 
AMERICAN INSTITUTE 
of FINANCE 


Street, Boston, 


Send for it today. 


141 Milk Mass. 





Public Utilities 





Columbia Gas— 
Rating “A” 

Columbia Gas & Electric shows $5.38 a 
share earned on its common stock in 1925. 
The company is increasing its common 
capitalization probably with the idea of of- 
fering stockholders the opportunity to sub- 
scribe for additional shares. 

j 
Public Service— 
Rating “A” 

Public Service of N. J. reports $6.45 a 
share earned on its increased common 
stock in 1925 as against $6.57 earned on a 
smaller amount in 1924. The company 
has offered its stockholders rights to sub- 
scribe to additional stock at $80 a share 
on the basis of one share for each ten 
shares held. 


Twin City— 
Rating “B” 

Twin City Rapid Transit reports $3.76 
earned on its commoa stock in 1925 com- 
pared with $4.81 in 1924. However, 1925, 
earnings do not fully reflect increase in 
fare which was granted the company. 


Western Union— 
Rating “A” 

Western Union reports $15.19 earned on 
its common stock in 1925 as against $12.35 
in 1924. However, an appropriation of 
one million dollars is made for cable de- 
velopment and eliminating this item $16 
is shown earned on the common stock or 
twice the current dividend rate. Consid- 
ering the stability of this company’s earn- 
ing power and prospects for further im- 
provement during the coming year the 
stock cannot be regarded as over valued 
at current market prices. 








Odd Lots 


By purchasing 10 shares of stock 
of the leading companies in 10 
diversified industries, greater 
margin of safety is obtained than 
by purchasing 100 shares of any 
one issue. 

Adverse conditions may arise in 
which any industry might be 
affected, but it is unlikely that 
the ten industries would be 
affected simultaneously. 

Many advantages of trading in 
Odd Lots are explained in an 
interesting booklet. 


Ask for F.W. 252 


100 Share Lots 


Curb Securities Bought or Sold for Cash 


John Muir & (0. 


Members 


New York Stock Exchange 
New York Cotton Exchange 


Associate Members 
New York Curb Market 


61 Broadway New York 




















What Every 


Security Holder 
Should Have 


We have prepared a booklet containing 
Customers’ Securities Records as weil 
as our individual suggestions as to 
trading methods and will be pleased to 
send a copy to any reader of The 
Financial World on request. 


Ask for F.W.-1 


McCLAVE & CO. 


N. Y. Stock Exchange 
Members ) N. Y. Cotton Exchange 


67 Exchange Place New York City 























157 





















Conservative 
Investments 








SHIELDS & COMPANY 


MEMBERS NEW YORK STOCK EXCHANGE 
52 CEDAR STREET 
New YORK 






































PREFERRED STOCKS 
of 


Electric Light 
and Power 
Companies 


Dividends free from 
Normal Federal Income Tax 


Our current list of offer- 
ings includes several care- 
fully selected issues in this 
group. The yields range 
from 6.30% to 7.25%. 


. A copy of this list 
will be furnished upon request. 


MC DONNELL & (o. 


120 BROADWAY 


NEW YORK 
Members New York Stock Exchange 








San Francisco 











Write for Booklet 
“Profitable Investment’’ 


NEW ENGLAND 
INVESTMENT TRUST, INC. 


170 Broadway, New York 
































Brooks BONDS 


Yielding 6%, to 7% 
Send for Booklet ‘“‘F” 


PWBrvvks & Co 


INCOR PORATED 
Established 1907 
115 Broadway 60 State 8t. 
New York Boston 
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Bond Market 
(Continued from page 149) 
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$3,000,000 LeonHARD Tietz AKTIENGE- 
SELLSCHAFT Mtge. 7%s, 1946 
(with Stock Purchase War- 
rants), at 97. 


The obligation of the largest department 
store chain in Germany. The bonds are 
well protected by assets and earnings, and 
the stock purchase warrants provide an ex- 
cellent call on the company’s future. 


Convertible Bonds 


In our issue of January 16th, when the 
columns of this department were devoted 
to an outline of a comprehensive invest- 
ment policy, the wisdom of including a 
number of convertible bonds was men- 
tioned, and it will be timely to outline, in 
some detail, the principles underlying this 
form of investment, order that our 
readers may exercise the greatest discrimi- 
nation in the selection of convertible issues 
and avoid the dangers which are many. 

Obviously, the desire to obtain the most 
liberal yield from a given capital outlay 
brings with it a risk, roughly proportional 
to the yield obtained, and usually it is a 
risk due to an intangible factor,—one 
which may be unforeseeable. Large and 
ideally diversified investment lists will, over 
a period of years, show a certain loss ratio, 
even with the most skillful management, if 
a certain dead level of safety is departed 
from, and the large institutional security 
buyers customarily set up a reserve against 
this almost certain contingency. There are 
two ways in which these losses are made 
up. One is through the premiums received 
from bonds called for redemption above 
their face value, which are set aside in a 
special reserve fund, and the other is 
through appreciation of convertible issues. 
This consideration is what prompted our 
recommendation of a limited number of 
convertibles in the ideal bond list. 


in 


From a corporate point of view, con- 
vertible bonds have been issued for a va- 
riety of purposes. Daniel Drew used them 
in the fifties and Jay Gould employed them 
similarly some years later to cover a short 
position in Erie. There are three general 
purposes underlying the issuance of con- 
vertible bonds: 


(1) As a means of refunding (i. e., by 
paying in stock). 

(2) To obtain a higher price for an issue 
than would be obtainable without a 
conversion feature. 


(3) To satisfy the claims of bondholders 
in a reorganization by giving them 
a call on the company’s future and 
hence a chance to regain their loss. 


It must not be supposed that the inclu- 
sion of a conversion feature is incidental 
and altruistic. Purchasers of convertible 
bonds pay very definitely for the specula- 
tive possibilities, either in lower return, in 
lower security, or in both. Differentiation 
between the first two classes is difficult, 


. 


but manifestly if a convertible works out 
well, then it automatically belongs in Class 


No. 1. Then perhaps it was intended to 
be in Class No. 1 but may develop into 
Class No. 2. 


Railroad convertible issues are becoming 
increasingly scarce, and there are not over 
a half dozen of importance. The railroads 
have not found it necessary or expedient 
to resort to this form of financing over re- 
cent years, and the same is coming to apply 
more and more to the public utilities. It 
is in the industrial group that the great 
majority of recent issues of convertible 
bonds have been floated, for naturally the 
tendency in such markets as those of the 
past two years has been a necessity of ap- 
plying extra selling inducements only to- 
ward decreasingly secure investments. 


Convertible bonds fall into two general 
classes: 


(1) Those exchangeable directly into 


common (or preferred) stock. 


(2) Those bearing detachable or non- 
detachable warrants entitling the 
purchase of stock. 


It is- apparent that those carrying war- 
rants belong in the second class referred 
to in the first part of this article, while 
those directly convertible may be sold with 
the expectation that they will be redeemed 
in stock. 

The main provisions which prospective 
purchasers of convertible bonds should 
have thoroughly in mind are the following: 

(1) The kind of security into which 

they are convertible. 

a. If preferred stock, the redemp- 
tion price and protective features 
should be noted. 


' The conversion price. 

a. If on a sliding scale basis, the 
effect of conversion of successive 
blocks of bonds upon the price of 
the stock should be studied. 

The redemption price. 

a. It should be certain the provision 
is made for allowing an ample 
period of time between notice of 
redemption and expiration of the 
conversion right. 


(3) 


The provisions for adjustment ‘f 
interest, dividends, and fractional 
shares. 

The provision against dilution. 

a. It is important that proper ad- 
justment is made to the conver- 
sion rate in the event .of stock 
dividends, sale of additional stock 
or sale of other convertible issues. 

b. It is also of importance to ascer- 
tain whether other convertible 
securities are already outstand- 
ing. What the effect of their 
conversion would be, and what 
volume of earnings would be 
necessary to justify a total mar- 
ket value of the stock which can 
be outstanding upon the conver- 
sion of all securities carrying 
this privilege. 

There are many ramifications of the 
above, and special provisions, more or less 
remote, which might be mentioned, but the 
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most general points have been covered. 

In a forthcoming issue, which will con- 
tain a large list of investment bonds, a 
considerable number of convertibles will be 
listed, together with the main provisions 
of each. 


£) 


Elliott Resumes Activity 


BSTACLES which would discour- 

age more stout-hearted men do not 
act as a bar to Eugene M. Elliott. He 
brushes them aside as if they were no 
more troublesome than a fleck of dust 
on his coat sleeve. Elliott was recently 
indicted for making a tax return that 
the Federal Government contends is 





fraudulent. 
management of the Boulevard Bay real 


He was also relieved of his 


estate development in St. Petersburg on 
the complaint of the stockholders, who 
alleged mismanagement, and the prop- 
erty was taken over by local real estate 


men of high repute. 


After a short retirement Elliott now 
‘returns to the job of enthusing inexperi- 
enced real estate investors into believing 
fortunes can be made under his guid- 
ance. He has presumably sold some 
acreage adjoining Gandy Bridge at the 
entrance of St. Petersburg to another 
corporation, the Gateway Park Corpo- 
ration, with whom he has associated 
himself as its principal sales agent. 


From several St. Petersburg real es- 
tate men we hear that the town does 
not believe this new corporation is sepa- 
rate from Elliott, but that it is tied to 
him as closely and as inseparably as the 
Siamese twins were bound together. 

Elliott, who is a resourceful real estate 
promoter, has conceived a new selling 
stunt for the new corporation—he is sell- 
ing bonds bearing 744% interest which 
carry a participating warrant in the 
‘profits of the company on which his 
imaginative mind and facile power to 
figure profits at get-rich-quick propor- 
tions estimate 50%. It would sound con- 
vincing were it not tied up with a con- 
sistent failure. 


Frisco-Rock Island Merger 
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URING the past week St. Louis-San 
D Francisco received representation 
(presumably because of the cumu- 
lative voting provisions) to the extent 
of three directors on Chicago, Rock Isl- 
and & Pacific. This followed the an- 
nouncement made a week ago that a sub- 
stantial minority interest in Rock Island 
common had been acquired which Frisco 
proposed to finance with short term notes. 
This interest amounts to 180,000 shares 
held by Frisco plus 45,000 shares held 
under option by the road’s bankers. Rock 
Island has 744,825 shares of common and 
545,494 shares of preferred all of which 
enjoy equal voting rights. In other words 
with what the road has under option it 
would control about 17 per cent of the 
voting stock. 


It had been generally assumed that 


_ Southern Pacific would eventually acquire 


Rock Island. Of course, this is still pos- 
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sible. Southern Pacific 
might take over both or 
the Interstate Commerce 
Commission might not ap- 
prove of the Frisco ac- 
quisition as they did not 
of Rock Island’s acquisi- 
tion of St. Louis-South- 
western. As the Frisco 
and Rock Island securities have frequently 
appeared in Mr. GuENTHER’s bargain lists 
our readers, of course, want to know 
whether this move alters the favorable 
status of the securities of these roads: 


In the first place let us apply the real 
test of value which is earnings compared 
to market price. In the instance of the 
dividend paying stocks of both roads cur- 
rent dividends are being earned twice over 
and the yield is in the neighborhood of 
7 per cent. That on the face of it makes 
the stocks attractive regardless of merger 
developments. Now then as to the status 
of individual issues. If there should be 
a merger and an exchange of securities, 
namely from Rock Island preferred into 
Frisco preferred instead of what was con- 
templated that Rock Island preferred 
might be exchanged into Southern Pacific 
common or retired, why then obviously the 
Frisco income 6’s are a cheaper security 


-_ 
—_ 


@ Acquisition of a substantial minority interest by 
St. Louis-San Francisco in Rock Island com- 
mon stock came as a complete surprise to the 
financial district; 


@ What effect will its consummation have on 
the various securities of the roads involved? 
What-effect will it have on Southern Pacific if 
the Commission approves? 


@ The new alignment presents a very interesting 
but at present highly uncertain situation and 
the various contingencies are discussed in the 
following article. 


because of the greater factor of safety 
in such an alignment than the Rock Island 
preferred issues; also Frisco 6 per cent 
preferred would be cheaper because it is 
quoted lower. There is no assurance that 
such a merger will be consummated as 
yet. 

When it comes to gauging the status 
of the common stocks an even more spec- 
ulative situation exists. Frisco has a high 
earning power and a low property value. 
Rock Island has a low earning power and 
a high property value. From this stand- 
point a merger should work out all right. 
However, what exchange basis, if any, will 
be worked out is hard to say. It is under- 
stood that Frisco’s holdings of Rock Island 
common averaged in excess of $50 and the 
lowest price acceptable to present holders 
doubtless would be this cost price with 
many demanding a substantially higher 
price. As a matter of fact a very promi- 
nent Rock Island official told the writer 
he would not take less than $75 for his 
common stock. % 

To sum up there is nothing in this new 
development that should cause apprehen- 
sion to holders of either roads’ stocks. 
We continue to regard the high yielding 
Frisco income bonds, preferred and com- 
mon stocks and the Rock Island preferreds 
as decidedly attractive at current prices. 
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EVER LOST A 
DOLLAR IN 





SPECULATION has its 
thrills—and its possible 
gains. But can you afford 
itP Put 25% of your funds 
into Miller First Mortgage 
Real Estate Bonds—safe 
and paying interest up to 
7%. With this certain in- 
come provided, speculate if 
you want to. Mail the cou- 
pon today for descriptive 


booklet 27-MJ. 
G.L. MILLER & CO. 


INCORPORAT 


30 East 42nd Street, New York City 
Offices and Representatives in 
Principal Cities 
G. L. MILLER & CO., INcorPoratep 
30 East 42nd Street, New York City 


Please send me a free copy of ‘‘Creating 
Good Investments.” 




















SS — 


Rise of 
> $11,000,000,000 


The latest Brookmire 

Bulletin: 

(1) Shows how stocks 
have advanced 
$11,000,000,000 in 
value. 

(2) Shows what fur- 
ther dividends the 
market has already 
discounted. 

(3) States clearly the 
course stock prices 
may now be expect- 
ed to take. 

We consider this re- 

port of unusual value 

to investors. 
Complimentary copy on 
request. 
poo ielg tll 
25 Wem 45th St., New York 
















































































































































5] send me copy of Bulletin F-123 
free. 
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A Forward “Utility”? Step 


(Concluded from page 146) 














entirely taken by three large insurance 
companies at around 97, and these same 
bonds today are quoted at about 104, and 
were issued about two .years ago. It 
would be most difficult for any individual 
investor to obtain one of those bonds even 
at 104. In all probability the bonds bought 
by the insurance companies will remain 
off the market during their life. Here 
is an instance of where savings banks were 
unable to take advantage of high grade 
investment opportunity which would have 
been theirs had the legislation now being 
urged been in effect when the financing 
was arranged. 
Essential Business 

I quote Mr. SLoan further: 

“Public utilities are an essential busi- 
ness, and are about as little subject to 
the unfortunate results of industrial de- 
pression as any business can be. Their 
sales to homes go on whatever the condi- 
tion of business in general. Their service 
is furnished so generally to industries to- 


day that while a widespread slump might 
affect them, it cannot affect them seriously. 
They are growing largely and rapidly. 
They have been able to increase their rev- 
enues steadily year by year by reason of 
the large numbers of new customers ob- 
tained and the new uses to which gas and 
electric services are constantly being put. 
Under State supervision and regulation 
they have the assurance of adequate rev- 
enue to maintain their service and to ob- 
tain needed new capital, which means that 
when they are wisely and economically 
managed they are expected and permitted 
to earn a fair return on the capital in- 
vested. 


“The percentage of failures of gas and 
electric companies over a period of years 
has been almost negligible. The yield of 
their securities over a period of years 
compares favorably with the yield of the 
highest-class railroad securities, which are 
already legal for savings bank invest- 
ments.” 








marized as follows: 


tions. 


Summary of Proposed Bills 


Here ls a Digest of the Legislation Sponsored by The Savings Banks 
Association and Endorsed by the Association of American Investors 


im ‘main provision of the proposed law authorizing the purchase by 
savings banks of bonds of gas and electric companies may be. sum- 


Companies whose bonds may be purchased must be domestic corpora- 
They must be subject to the regulation of a public service corporation 








or similar body established by the United States or the State in which they 
are incorporated. They ‘must have all franchises necessary to operate in 
territory in which at least 75 per cent of their gross income is earned. These 
shall be indeterminate permits or shall extend at least five years beyond the 
maturity of the bonds purchased. At least 75 per cent of the gross operating 
revenues of the companies must be derived from the gas or electric business; 
and not more than fifteen per cent derived from any other business. 

Not more than 15 per cent of the assets of any savings bank shall be in- 
vested in the bonds of gas and electric companies; and not more than five 
per cent of the assets of any savings bank shall be invested in the bonds of 
any one company. 

The bonds to be purchased must be mortgage bonds secured by a first or 
refunding mortgage. If a refunding mortgage, it must provide for the re- 
tirement on or before maturity of all bonds secured by prior liens on the 
property. The bonds must be part of an issue of not less than one million 
dollars. This issue, plus all outstanding underlying bonds, shall not exceed 
60 per cent of the value of the property owned and subject to the lien of 
such mortgage. 

The outstanding full paid capital stock of the company must be at least 
two-thirds the total mortgage debt; or in case of a company having non-par 
value shares the book value of the property must exceed by at least two- 
thirds the total mortgage indebtedness. 

For eight years preceding purchase of its bonds the company must have 
paid promptly the principal and interest of all its indebtedness direct, assumed 
or guaranteed; or if less than eight years old, it must never have defaulted. 

For five fiscal years preceding purchase of bonds the net earnings of 
the company must have averaged each year not less than twice the average 
annual interest charges on its total mortgage debt; and for the last fiscal 


* year preceding purchase its net earnings must have been not less than 


twice the interest charges for a full year on its total mortgage debt outstand- 
ing at the time of investment. For such period the gross operating revenues 
of the company shall have averaged not less than $500,000 a year; and for 
each year the company shall have earned an amount available for dividends, 
or paid in dividends, four per cent on all its outstanding capital stock—or, in 
case of non-par value shares, an amount equal to two-thirds of the interest 
charges on its mortgage debt. 

These provisions require that a company, to qualify, must be of consid- 
erable size; its franchises must be in order; its capitalization must be con- 
servative; its earning power must have been good over a period of years— 
good enough to have provided stock dividends as well as to have paid interest 
on its bonds; it must have had no default in its record for eight years. 
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Objection has been heard by this writer 
from persons who hold that a utility com- 
pany, instead of wishing to open up an 
avenue which would enable savings banks 
to buy their bonds, should do a great deal 
more of its financing out of earnings. I 
mentioned this objection to Mr. Sloan. 
His answer was: 


“A proper understanding would preclude 
any such objection. We have to build our 
plan and service facilities ahead of the de- 
mands of our customers—we have to plan 
and construct five and ten years ahead. 
But we may not finance this construction 
out of earnings. In order to accumulate 
a surplus sufficient to enable us to do this 
we would have to charge rates for our 
service that would be prohibitive. Instead 
oi being public utilities, purveying service 
to rich and poor alike, we should become 
purveyors of luxury service to a limited 
number of wealthy users. Moreover, under 
the law, improvements and extensions of 
service facilities must be capitalized and 
a return is then permitted upon this capi- 
tal investment. In short, the users of 
service now are not required to pay rates 
which will build service facilities for new 
users in the future.” 


Financial Requirements 


It has been estimated that upwards of 
$500,000,000 of high grade public utility 
bonds now outstanding, which savings 
banks are not permitted under existing 
laws and restrictions to purchase would 
become legal for savings banks investment. 

It is estimated that this year the utility 
companies will require around a billion 
dollars for improvements and extensions 
of service facilities. Needless to say, were 
high grade public utility bonds legal for 
savings bank investment, the cost of ob- 
taining much of the new money that will 
be required this year would be reduced. 


“That saving is to be desired,” reaf- 
firmed Mr. SLoan, “because it would re- 
sult in marked economies in charges 
against operating revenues. Such econ- 
omies usually are reflected in lowering of 
rates to customers, or in keeping rates 
stationary which otherwise might have to 
be increased.” 

Of course the proposed legislation af- 
fects only New York state savings banks. 
But, with New York state taking the lead 
in this matter, it is presumed that other 
States, realizing the handicap which their 
savings banks may be under, if prevented 
investing in qualified public utility bonds, 
will follow. 

Speaking further of the proposed leg- 
islation in this state, Mr. SLOAN remarked: 


“The bill which has been drafted sets 
a high standard for the bonds which would 
he legalized for purchase by the savings 
banks. Only the issues of the soundest 
utilities could qualify under its provisions. 
As to the wisdom -and desirability of this 
the savings banks and the utilities are in 
heartiest accord. We of the utilities rec- 
ognize that utility securities vary in merit 
for investment purposes as the securities 
issued by the units in any industry must 
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do; and it would be as unfortunate for the 
utility industry as it would be for the 
savings banks if the standard for invest- 
ments were not set high. On that basis we 
believe what our industry has to offer is as 
meritorious and as desirable as any class 
of securities in which trust funds could 
be invested, and we would not for one 
moment consider having the savings of 
the public entrusted to the savings banks 
invested in utility securities less worthy.” 
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Delaware & Hudson— 
Rating “A” 

Delaware & Hudson directors postponed 
consideration of dividends on the stock 
until results for 1925 are at hand. They 
may also be awaiting the final outcome of 
the anthracite strike. 


Great Northern— 
Rating “A” 

Preliminary statement of Great Northern 
indicates $8.56 a share earned on the 
stock in 1925 as against $7.19 a share in 
1924. This improved showing was made 
possible by an increase of nearly $5,000,- 
000 in gross revenues and practically no 
increase in operating expenses, indicating 
the high state of efficiency of this prop- 
erty. With good crops and further im- 
provement in the Northwest, Great North- 
ern can be expected to better these figures 
during the coming year. 


Illinois Central— 
Rating “A” 

Preliminary 1925 statement of Illinois 
Central shows $12.65 earned on the com- 
mon compared with $12.39 in 1924. Pre- 
liminary statement of Norfolk & Western 
shows $19.02 earned on its common in 
1925 compared with $12.85 in 1924. Pre- 
liminary statement of Wabash shows $6.53 
earned on the common, stock after allowing 
for $5 dividends on the preferred A and 
B stocks. This compares with $2.77 a 
share in 1924. The road has been mak- 
ing remarkable gains in net in recent 
months. For December surplus after 
charges was $1,158,000 compared with 
$597,000 in December, 1924. 


\ 
International & Gt. Northern— 
Rating “C” 
It is quite apparent that International & 
Great Northern will not pay more than 
4 per cent on its adjustment bonds on 


April 1 as preliminary report shows net in-~ 


come after allowing for 4 per cent inter- 
est was $447,000 in 1925, compared with 
$773,000 in 1924. The road’s earnings have 
been adversely affected by cotton condi- 
tions in the territory it serves. 


Minn., St. Paul & S. S. Marie— 
Rating “B” 


Preliminary earning statement of Soo 
Line indicates $4.72 a share earned on the 


common stock in 1925 compared with only 
16 cents a share on the preferred in 1924. 
New Haven— 

Rating “B” 

Preliminary statement of New Haven in- 
dicates $4.72 a share earned on the com- 
mon stock in 1925, compared with $1.60 
in 1924. 


Nickel Plate— 
Rating “A” 

Preliminary statement of Nickel Plate 
shows $15.82 a share earned on the com- 
mon in 1925 as against $14 a share in 
1924. 


Pennsylvania— 
Rating “A” 

Pennsylvania declared the regular quart- 
erly dividend of 75 cents a share on the 
common stock. It is expected earnings in 
1925 will be around $5.50 a share com- 
pared with the current $3 dividend rate. 
As Pennsylvania has a very large stock 
capitalization and it doubtless will desire 
to do some of its future financing in com- 
mon stock, it is expected that the annual 
dividend rate will be increased to $3.50 
before the close of the year. 


L) 


After Loan Data 


The New York Stock Exchange has is- 
sued its first call for detailed data on call 
and time loans of its members. The Busi- 
ness Conduct Committee of the instruction 
sent a questionnaire to all members re- 
questing information on all borrowed funds 
as of Jan. 30. This must be in the hands 
of the committee by noon, Feb. 2, and will 
be announced by the Stock Exchange as 
soon as it can be collated and analyzed. 





The first questionnaire, which will be 
followed by one at the end of each month, 
follows the decision of the Federal Reserve 
Board to collect data on time and call loans 
from its New York members, and to an- 
nounce the totals in its monthly bulletin. 
A double check, through data colleced by 
the Stock Exchange, will thus be made. 

E. H. H. Simmons, president of the 
Stock Exchange, in a letter sent to mem- 
bers describing the purpose of making 
public data of brokers’ borrowing, said that 
the statistics on brokerage loans 
would give the students of American 
finance a better understanding of money 
market conditions. 


new 


The questionnaire sent to member firms 
of the Stock Exchange requests complete 
figures covering the net borrowing on col- 
lateral from New York banks and trust 
companies, on both time and demand loans 
accounts; also the net borrowings on col- 
lateral from private bankers, brokers, for- 
eign bank agencies or others in the city 
of New York, on both time and demand 
loans which are for out-of-town corre- 
of the committee, members are requested 
to state the approximate amount of these 
loans which are for out-of-town corre- 
spondents and branch officers. 
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American States 
(Concluded from page 145) 
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quoted at about $3. Trading is now con- 
ducted over the counter, but it is antici- 
pated that within a very short time the 
shares will be listed for trading on the 
New York Curb Market. An _ idea is 
to be had of the type of investing engaged 
in by the company when among the securi- 
ties purchased are included those of the 
Consolidated Gas Company of New York 
common; United Gas Improvement stock ; 
Electric Investors common; United Light 
and Power Class B preferred stock; Com- 
monwealth Power common; National Cash 
Register common; Utilities Shares com- 
mon; American Power and Light com- 
mon; Brooklyn Union Gas common; 
Laclede Gas common; American Super- 
power Class B common and United Light 
and Power Class B common. The pur- 
chases of these stocks have been made in 
most instances at prices considerably below 
prevailing market prices. In the descrip- 
tive matter sent out by the company on 
December 17 it was stated that the securi- 
ties then held had a market value of 
$3,500,000 against the purchasing price 
of $3,000,000. It was in payment for these 
securities held that 600,000 shares of Class 
B stock was issued. 


The capitalization of the company con- 
sists of an authorization of 2,500,000 shares 
each of the A and B stocks, of which there 
will be about 850,000 shares of A and 
1,025,000 of B presently outstanding. The 
Class A stock is entitled to a dividend 
of $1 a share per annum before any divi- 
dends can be paid on the B stock. After 
such payment $1 is to be paid on the B 
and thereafter both share alike in any 
further distribution. 


Earning Outlook 


The earnings of the company are de- 
pendent upon the market action of the 
securities purchased and the dividend pay- 
ments made on these same securities. It 
is estimated that from the income -receiv- 
able from dividends alone on the invest- 
ments already made the corporation will 
be able to pay not less than 50 cents 
a share this year on all the Classs A 
outstanding, and it is expected that they 
will do so. 


I have had occasion within the past year 
to recommend the purchase of securities 
of many public utility companies and some 
that were practically new in corporate 
existence. There are benefits to be had 
in “getting in on the ground floor,” as 
the saying goes. Northern Ohio Electric 
was recommended at $5 a share and has 
since gone above $26. It is now selling 
at $24, which appears high enough in 
consideration of earnings. Utilities Shares 
was analyzed in the November 28 issue 
when the options were selling at $2.50 
and have sold better than $5, a 100 per 
cent advance. American States holds at- 


tractive speculative possibilities in the A 
stock at $8 or the more speculatively in- 
clined might be attracted by the price of 
the options at $3. With a call on the A 
stock at $8 up to the end of 1926 and 
at. $12 to December 1927, the values are 
apparent with the A stock selling at $8 
now at the time of organization. A study 
of the methods employed by the company 
in making a selection of securities should 
be a lesson to the investor who is inclined 
to be careless in making his commitments. 
Investigate before you invest. The “in- 
sider” makes this a part of his plan and 
the outsider can well follow the good 
example set. 








Schulte Situation 
(Concluded from page 146) 














as to whether or not, in view of what are 
believed by many authorities to be indica- 
tions of uncertainties in the real estate and 
building construction situation, a stock 
such as SCHULTE RETAIL STORES is to be 
regarded as uncertain, provided the stock is 
to be considered as a realty as well as 
a merchandise stock. 


From the standpoint of current asset 
position, SCHULTE has not been in a strong 
position. The balance sheet as of June 30 
last showed a weak position, with current 
liabilities exceeding current assets by more 
than seven and one-half million dollars. 
An adjusted balance sheet as of September 
last still showed an excess of current lia- 
bilities over current assets; nearly two 
million dollars. 


Corect Classification 


This writer cannot in the circumstances 

consider the stock of SCHULTE RETAIL 
SToRES as a member of the tobacco group 
of stocks in the sense that Tobacco Prod- 
ucts, or American Tobacco, or United 
Cigar Stores should be considered. 
' If we were to consider SCHULTE as a 
tobacco stock and compare it with Ameri- 
can Tobacco common, the advantage favors 
the latter. American Tobacco pays 8% in 
cash and is selling at about 115. ScHULTE 
is selling at 135 and is not paying cash. If 
the investor wants a tobacco stock, Ameri- 
can affords far more attractive possibilities 
and is safer. 

Were the financial position of SCHULTE 
strong, and were the indicated gross rev- 
enues of thirty-odd million sales of mer- 
chandise and the indicated 1925 earnings 
the product of the operation of stores, 
then the current price of the stock might 
be considered a fair reflection of present 
and prospective worth. But that is not 
the situation. 
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Starting Them Right 


I have profited in more ways than one 
in THE FINANCIAL Wortp’s columns and 
have incorporated a class in finance along 
with my other mining courses. 


A. S. W. 
“Tell your friends they need it.” 
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Cuban Sugar 
(Concluded from page 142) 














Manati, Cuban American and Cuba Cane. 

On the above showings another con- 
servative conclusion could be predicated that 
the possibility of Manati resuming its divi- 
dend with sugar again selling around 3%4 
per pound, Cuba Cane starting preferred 
dividends, and the present dividends of 
Punta Alegre and Cuban American Sugar 
fortified. Such are the defined prospects 
the forward-looking investor in Cuban 
sugar stocks faces, provided the industry 
turned in this favorable direction. This 
turn of the road may not be immediately 
in sight, for it may take some months yet 
before the present large sugar crop is con- 
sumed. The industry probably enters the 
coming year with a considerable stock on 
hand, but it is not likely that the coming 
sugar crop will be as large as was lust 
year’s, for it is the usual tendency follow- 
ing a period of overproduction for the 
grower to plant less since there is no in- 
centive to overplant. 


Surface Indications 


If surface indications point to a con- 
clusive fact those which are presently ap- 
parent strongly reflect that the market is 
going through a period of accumulating the 
more attractive sugar securities. The same 
attitude should. be assumed by those in- 
vestors to whom the prospects of the Cuban 
sugar industry appeal. They should be 
prepared to hold their securities until the 
coming year’s outlook becomes clarified 
and should also be prepared to average 
their holdings in a reactionary market 
from which the sugar securities may not 
entirely be free. It is a waiting position 
they must assume, one which has no place 
for the impatient investor. On this pre- 
mise I view the prospects as favorable for 
it is axiomatic that basic industries, es- 
pecially those concerning themselves with 
the principal necessities of life, emerge 
with the same regularity from their val- 
leys as they are forced into them by 
overproduction in the absence of any 
structural or fundamental changes in 
process of manufacture, or replacement by 
other products—and we all know sugar is 
one of those commodities. 

That I am not alone in assuming that 
the Cuban sugar outlook is gradually im- 
proving, I quote the opinion of Mr. Doran 
published in an annual financial review of 
one of the New York newspapers. Mr. 
Doran is the secretary of the United States 
Sugar Association. Mr. Doran in conclu- 
sion of his analysis of the sugar outlook 
Said : 

“With an 
world 


inconsequential increase in 
production, even a net decrease 
among United States sources of supply, 
an inevitable readjustment of production 
in Cuba, and the further development of 
Profitable by-products, the prospects of 
Profit in the sugar industry, especially in 
Cuba, is infinitely more reassuring for 1926 
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Protecting Profits 
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Because of a situation which seems 
shortly to develop in the stock market 
we have recently recommended a definite 
course of action to the members of this 
Service. 


Those who are interested can imme- 
diately receive free our latest advices recom- 
mending the course of action dictated by 
the present situation—which every in- 
vestor ought, in the interest of 
safety, to take at once—and will be 
protected in what threatens to be a 
crucial period in the stock market. 
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A Buy Now or a Sale? 


Rubber companies made exceedingly good profits in 1925. 
Crude rubber has just had a drastic break, which lowers 


Will rubber shares, now down 5 points, score a broad advance? Or do basic weak- 
nesses exist, with these stocks a sale now? 

Searching analysis of the whole tire and rubber situation is just being pre- 
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than it was in 1925, during which the 
problem of overproduction could only be 
solved through sacrifice prices.” 


Not Without Benefits 


Inimical as overproduction has proven to 
the profits of the Cuban sugar companies, 
it has not been without its benefits. It has 
brought about more efficient operations ; it 
has tended to the elimination of waste, 
which necessitates produce, and it has 
brought about likewise the utilization by 
the Cuban sugar planter and grinder of 
the cane of its by-products, all of which are 
in line for greater economic production and 
for an increased scale of profits. These 
sources of saving and opportunities for 
additional revenues should make them- 
selves felt in the future earning statements. 
One of the by-products that can provide 
increased earnings and profits is the dis- 
tillation into alcohol of molasses. There 
is a substantial profit to be made through 
this process and more and more of the 


Cuba sugar companies are engaging in this 
side line. 

Another factor from which the sugar 
industry should generally benefit is the pre- 
vailing prosperity of the United States and 
the reviving prosperity throughout the 
world, for it is known that when business 
is good and the populace is making money 
the consumption of sugar materially in- 
creases. It would not be at all surprising 
if this situation helped in making con- 
siderable inroads this year in the large 
stock of sugar that resulted from 1925’s 
overproduction. It is an invisible factor 
which should be fully reckoned with. 
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Best of the Group 
I have great confidence in your magazine 
and think your paper is immeasurably 
superior to the other financial journals 
which I also subscribe to in addition to 
yours. M. T. B. 
“Tell your friends they need it.” 
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Ulmer First Mortgage 6% per cent Col- 
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to you the special advantage of invest- 
ing in our Jacksonville First Mortgage 
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We forecast 


1. The speculative 
stocks. 

2. The groups where widest 
fluctuations will occur, rec- 
ommending certain stocks 
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trend of 


An example (June 22-Aug 31) 


Motor Group up 31.4 points 
Oil Group off 9.5 points 
General Market up....10.7 points 


Result 


Profits in the Motor Group, 
which we recommended, 3 times 
the general market average; as 
against a 9% point loss in the 
oils, which we did not recom- 
mend, 
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BY C.M.HARGER 
Joint Stock Land Banks 


HEN the Government laid out the 
W system of farm land banks it 
also opened the way for orga- 
nizing a_ series of similarly operated 
banks under private ownership, but 
with supervision by the Government, 
called joint stock land banks. These 
are limited in their interest charge to 
a percentage above the rate on the 
bonds issued to produce funds for loans; 
their reports are made monthly by the 
Federal land bank board and in many 
ways they are subject to regulations 
similar to those of the co-operative land 
banks whose officership and manage- 
ment are directly under Federal super- 
vision. Because the bonds issued by the 
joint stock banks are like those of the 
Federal land banks free of all taxes of 
any character, there was a rush to or- 
ganize these institutions. The high in- 
come taxes of war times brought vast 
sums into the market for these bonds 
to avoid income taxes in the higher 
brackets. There was also the belief that 
with much less red tape than is in- 
volved in land bank loans the joint stock 
bank would be favored by the borrower, 
while the amortization over a period of 
thirty or more years gave the same ad- 
vantage in repaying. Hence many more 
such banks were organized than the 
loan business could absorb. Eighty 
joint stock banks have been organized 
in the past eight years. Of these, 56 
are now active; one never raised the full 
amount of its capital; one is being con- 
solidated; the others have either gone 
out of business or have been absorbed 
by other joint stock banks. Each bank 
is on its own basis and all now operat- 
ing are making good returns for stock- 
holders. The stock of the best banks 1s 
quoted above par; one is as high as 180. 
In their stock selling advertisements 
their profits are estimated at 11 to 14 per 
cent. 
Select Their Territory 
The largest bank is at Chicago with 
over $34,000,000 in loans, the second at 
Lincoln, Neb., with $30,000,000 in loans. 
A number in the south and in the far 
northwest have less than $3,000,000 each 
in loans. Unquestionably the joint stocn 
land banks have an advantage in the 
ability to choose their territory, com- 
pared with the Federal land banks whicn 
operate over the entire nation. One ele- 
ment of safety in loans is a diversified 
area and in such instance the weak sec- 
tions are offset by those with better 
crops and larger prosperity. Likewise 


is attainable a larger volume of loans. 
The abandonment of the field by joint 
stock banks has been due to the diffi- 
culty of securing this volume sufficient 
to bring the overhead cost of operation 
down to a figure that will allow a profit. 
By consolidation there is opportunity for 
such procedure. The latest report of the 
joint banks shows that they have made 
no loans since organization in the New 
England states, Delaware, Florida, New 
Mexico, yet in all those states the land 
banks have operated. On November 30, 
1925, the land banks had closed 376,466 
loans for $1,157,616,950 and the joint 
stock banks 81,652 loans for $614,221,715. 
The joint stock loans have been in the 
older settled states of the west largely 
and are for an average larger sum than 
the Federal loans. While the latter are 
largest in volume in Texas, the former 
have the greatest sum in Iowa. 


The Ups and Downs 

The plan by which a joint stock bank 
could be organized—requiring but ten 
persons and a capital of $250,000, one- 
half paid up—together with the privi- 
leges allowed over the land banks at- 
tracted many experienced loan men. 
Among these advantages was the per- 
mission to make loans without any lim- 
itation as to the cause for which money 
was borrowed; no limitation as to the 
amount of a loan, though it is fixed by 
the land board at not to exceed 15 per 
cent of the capital and surplus and a 
loan exceeding $50,000 is not to be ap- 
proved; the borrower is not required to 
take 5 per cent of his loan in stock as 
in the land banks; the borrower may 
lease his land to a tenant and thereby 
encourage land tenancy. Of course, 
loans for speculation are not approved 
and it is sought to hold the borrowings 
to agricultural purposes. The rapid ex- 
pansion of the joint banks was notable. 
When in 1920 a suit was taken to the 
supreme court to determine the consti- 
tutionality of the land bank bonds, 
there had been chartered 31 joint stock 
banks, the first having started in 1917. 
Several had not commenced to 
loans and all operations were _practi- 
cally suspended until the suit was de- 
cided. Early in 1921 the court sus- 
tained the land bank law and by the end 
of the year forty more joint stock land 
banks were organized. Ten banks _ in 
Illinois, e'even in Iowa, ten in Missourt, 
eight in Oklahoma and nine in Ohio 
made the list of states with largest num- 
bers. Gradually the number chartered 
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climbed to eighty and now it is back to 
fifty-six, showing the natural changes 
due to the demand made on the loan field 
and the adaptability to prosperous un- 
dertakings. 

Sale of Bond 

The basis of both the land banks and 
the joint stock banks is, of course, the 
sale of bonds based upon the loans. On 
November 30, 1925, the joint stock banks 
had issued $508,855,000 in bonds, the 
proceeds of these and the total capital 
stock and surplus, $42,096,000, making 
the funds from which is loaned the 
$534,000,000 in farm mortgages. The 
banks have been generally successful in 
selling their bonds. The tax exempt 
feature has been more important than 
it will be hereafter, especially for those 
with incomes under $25,000. Further, 
some states are adopting laws exempt- 
ing farm mortgages from taxation ex- 
cept a nominal registration fee and this 
gives to the local mortgage broker an 
advantage in return except for the large 
estates. While it is true that the bonds 
will come due before the loans on which 
they are based will be completely paid 
off, there will be such reissue as will 
care for their payment. But over one 
billion of tax exempt securities issued 
by the two Federal classes of banks 
means a heavy burden upon other tax- 
able property. Efforts are being made 
to remove the tax exempt feature 
through congressional action, but there 
is little likelihood of such action being 
taken. While the Government is not 
legally bound to a guaranty of the bonds 
of either bank, they have been declared 
to be “instrumentalities of the govern- 
ment” and as such there is a paternalistic 
watchfulness over them and a _ disposi- 
tion to see that they have a full oppor- 
tunity to make good. 

Will They Grow? 

The future of the joint stock land 
bank will depend largely on the agricul- 
tural prosperity of the nation and the 
limiting of the numbers to such figure 
as will enable them to prosper. They 
have chosen the most stable and produc- 
tive sections in which to operate; so 
have the insurance companies with over 
a billion and a half in farm loans, three 
times as much as the joint banks. The 
insurance companies are making amort- 
ized loans on exactly the same con- 
tract as does the joint stock bank; the 
claim that there is more privilege of 
quick repayment, if desired, is made for 
the private loaning agency. The Fed- 
eral systems make only about one-eighth 
of the mortgage loans of the nation, ac- 
cording to the estimate of the Farm 
Mortgage Association. Indications are 
that some of the joint stock banks now 
operating will eventually consolidate 
with others and we shall have in the 
end a smaller number of strong institu- 
tions. A country can be “over-banked” 
by loan institutions as well as in com- 
mercial banks. The excess of banking 
facilities of whatever character means 
less ability to fill needs fully and entails 
an unnecessary overhead for operation. 
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Likewise it is not at all certain that the 
amortization system is the best for the 
average producer. While it simplifies 
his payments, it gives him less incentive 
to reduce his debt, and some economists 
hold that it is discouraging to the pro- 
gressive nature needed in agriculture. 


Have Learned Much 
The joint stock bank managers have 


learned much by the eight years of ex- 
perience. They have corrected some of 
the earlier mistakes and are less dis- 
posed to liberality in making loans. 
They pick and choose, as they must do 
if they are to succeed. They have been 
able to make generous profits and seem 
likely to continue so to do if their man- 
agement is sound. Fewer banks, 
stricter management and _ watchfulness 
are marking their business policy. That 
they will take over a majority of the 
loan business, as at first predicted both 
for them and the land banks, now seems 
extremely unlikely and the future may 
have added problems in bond selling and 
loan making that will call for readjust- 
ment to new theories of management. 
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(Concluded from page 144) 


SUUDUADSEAEDAEEEUC ACEO 
sNUOOENONENONNONNONOONONOREONEOOOOTS 














plants are operated by the duPont Rayon 
Company, formerly the duPont Fibersilk 
Company. 

Cellophane, a transparent sheet material 
used extensively for wrapping, has been 
in great demand. The duPont Cellophane 
Company, which manufacures this mate- 
rial, has a plant at Buffalo and the market 
has increased so rapidly that the plant 
capacity is to be expanded. 

Several important new lines of activity 
have been decided upon and plants are un- 
der construction. Synthetic ammonia will 
be produced in a plant which is nearing 
completion in the vicinity of Charleston, 
W. Va. 


The Eastern Alcohol Corporation, owned 
jointly by the duPont Company and the 
Kentucky Alcohol Corporation, is erect- 
ing a large plant at Deepwater Point, 
N. J., for the manufacture of ethyl alco- 
hol, a raw material used in increasing 
quantities in the duPont industries. 


Announcement is made that the duPont 
Company has joined with another Ameri- 
can explosives company in organizing the 
Cia Mexicana de Explosives, which has 
acquired the only commercial explosive 
plant in Mexico. This purchase was made 
to develop an explosive industry which 
will supply the large demand of Mexican 
mining interests. 


Relations have been renewed with the 
German explosives industries with which 
the duPont Company had important rela- 
tions before the war. It has now ac- 
quired by stock purchase an interest in 
these German industries which allows it 
not only to participate in the profits but to 
provide for an interchange of patents, pro- 
cesses and other information concerning 
developments in the commercial explosives 
industry. 


The company’s large interest in Cana- 
dian Explosives Limited has also proved 
profitable as that organization had an un- 
usually good year. 


The common stock is currently quoted 
around $230 per share. Obviously its fu- 
ture market action will depend greatly on 
the future market action of General Mo- 
tors. The latter company with earnings of 
$20.60 in 1925 had the best year in its his- 
tory. Earnings for the first quarter of 
1926 also promise to be excellent. The 
balance of the year is not so clearly defined 
at present. Then, too, duPont is 
branching out into other industrial fields 
which may add substantially to earning 
power. The company enjoys excellent 
management and with its firmly entrenched 
position in America’s essential industries 
the common stock can well be included in 
any diversified common stock list. 
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BETTER demand appeared for 
A many issues in the over-the-counter 


market. Bank stocks continued to 
command a great deal of attention and 
moved up under leadership of Bankers 
Trust and Empire Trust, the latter holding 
steadily around its high record price. 

Considerable interest was again centered 
upon the power and light shares, with sev- 
eral approaching their high levels. Con- 
structive buying of American Light & 
Traction and Southern California Edison 
resulted in a gain of several points. 
Favorable rumors are again being circu- 
lated in regard to the affairs of American 
Light & Traction. 

United Light & Power A and Northern 
Ohio Power were spots of interest in the 
utility group. Both issues moved steadily 
forward under active buying. Lehigh 
Power Securities dropped off several points 
on announcement of new financing. 

Georgia Railway & Power common and 
preferred reacted quite sharply on official 
announcement that the company would be 
acquired by Southeastern Power & Light 
through an exchange of shares. The latter 
concern also displayed an inclination to sag 
when the news was out. 

Public utility bond issues dealt in over 
the counter followed the recent trend of 
kindred issues listed on the big board. 
Traders in these descriptions were of the 
opinion that utility bonds would presently 
be made legal for investment by savings 
banks in the State. 

Reflecting the steady increase in demand 
for various forms of service rendered, 
earnings of the public utility companies 
have shown consistent gains from month 
to month. , 


Compilation of the reports of sixty-eight 
telephone companies rendered to the Inter- 
state Commerce Commission reflects the 
trend, November showing a combined gross 
of $68,648,475, against $60,752,046 in the 
corresponding month of 1924. Operating 
income was $16,909,695, against $14,293,- 
556. For the first eleven months of 1925 
gross was $720,520,308, contrasted with 
$642,126,858, and operating income $170,- 
305,086, against $136,999,995. 

The Commonwealth Power Corporation 
and its subsidiaries for the twelve months 
ended December 31, 1925, report gross 
earnings at $44,174,863, contrasted with 
$39,314,809 in the previous year. The bal- 
ance available for the common stock after 
all charges, including operating expenses, 
taxes and provision for replacements and 
depreciation, was $2,837,088, equivalent to 
$2.61 a share, compared with $2,477,298, or 
2.28 a share, in 1924. 

Extension of the Pennsylvania-New Jer- 
sey Super Power System of the General 
Gas and Electric Corporation in southern 
Pennsylvania has been brought about by 


the acquisition of the Ortanna Electric 
Light and Power Company. 

Gross of the Penn Central Light and 
Power for 1925 was $4,475,650, against 
$4,003,244 in 1924, a gain of $472,406. Net 
was $2,197,907, against $1,852,778. The 
company, was acquired several months ago 
by the National Electric Power Company, 
controlled by the Emanuel interests. 

American Cyanamid furnished the fea- 
ture in the industrial group, moving ahead 
approximately 40 points. A meeting of di- 
rectors is expected soon, whereby plans for 
a split-up of these shares on a 5 to 1 basis 
will probably be discussed. Borden Com- 
pany and International Silver attracted 
some attention on the buying side. 

United States Gypsum advanced several 
points, although reports of a proposed 
stock split-up were denied by the president 
of the company. 

Irregular movements predominated in 
the insurance stocks. While Globe and 
Rutgers, Fidelity & Phenix, National Union 
and Stuyvesant ruled at levels higher than 
those prevailing at the close of last week, 
Automobile, A¢tna Life and Travelers 
were moderately lower. 


Steady accumulation of oil shares, par- 
ticularly those with properties in South 
America, and decided strength in a few 
specialties featured the Curb. 

Heaviest trading converged on Carib 
Syndicate, which sold to the highest level 
in years. Domestic oil shares were also 
in good demand on prospects of an early 
advance in crude oil prices. Buying was 
impressive in Prairie Oil & Gas, Standard 
of Indiana and Vacuum Oil. 

The latest cigar stock to join those traded 
in on the Stock Exchange is Otto Eisen- 
lohr & Bros. That stock was listed Thurs- 
day, but trading will not begin until Satur- 
day or Monday. This is due to the fact 
that the company’s books are closed at the 
present time. On the Curb, however, the 
stock was up nearly a point on the listing 
announcement and then continued to move 
forward. Gross profits of the company 
and its subsidiary, the Webster Cigar Com- 
pany, from manufacturing, for the thirty- 
mine weeks ended October 3, 1925, were 
$1,125,524. Full year’s earnings are ex- 
pected to be substantially in excess of 
those for 1924. 

Continental Baking shares eased off 
slightly following publication of the annual 
report showing net income of $1.63 a share 
on the B shares after dividends on the 
preferred and class A stocks. 

The coal stocks were influenced by the 
failure of the conference to reach an agree- 
ment, and the two leading stocks in that . 
group were in supply. 

Much interest was attached to dealings 
in several newly listed issues. The most 
prominent was Pacific Steel Boiler, which 
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sold several points above the original sub- 
scription price. The stock is the first of 
the low pressure steel boiler companies to 
appear on the market. Others which were 
admitted to the list were Congress Cigar 
and Melville Shoe. Sales for the first time 
appeared in the new Brill Corporation A 
stock, 
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Non-Voting Stocks 


HE Board of Governors of the New 

York Stock Exchange have under 
consideration the problem of future list- 
ings of securities which do not carry vot- 
ing power. This action by the Exchange 
authorities is the result of recent criticism 
of the sale of securities to the public which 
do no carry voting rights, such rights be- 
ing vested with the interests or firms who 
organize or finance the companies. 

Although the Stock Exchange authori- 
ties would not amplify their brief state- 
ment issued, it was said in responsible 
quarters that no securities of a non-voting 
character would be admitted to dealings 
in the future, unless the rights of the 
stockholders were protected to the extent 
that the latter receive voting rights auto- 
matically in the event of any sudden turn 
in the affairs of the corporation, such as 
a sudden drop in earnings, suspension of 
dividend payments or other developments 
which may affect the financial position of 
the stockholders. 

The New York Stock Exchange has 
held up the listing of two new issues 
because of the question of voting control 
of the corporations whose securities were 
offered. This was regarded as one of the 
first steps in the new policy of the Ex- 
change to consider the subject of voting 
and non-voting stocks when extending the 
privileges of trading. Exchange officials 
refused to comment on the situation be- 
yond referring to the official statement, 
but the report of the delay in listings, for 
purposes of investigation, 
liable sources. 


came from re- 
This action has the un- 
qualified support of the American Asso- 
ciation of Investors. 


Stock Exchange Statement 


The statement issued by the Committee 
on Stock List of the New York Stock 
Exchange, with the endorsement of the 
Governing Committee, follows: 

“The Committee on Stock List has for 
some weeks had under consideration cer- 
tain tendencies in modern corporate or- 
ganization of which the committee considers 
that it should take cognizance. One of 
these tendencies has to do with the cre- 
ation of two classes of common. stock 
between which the only substantial dif- 
ference lies in the fact that one class votes 
while the other class does not. 


“Without at this time attempting to 
formulate a definite policy, attention 
should be drawn to the fact that in future 
the committee, in considering applications 
for the listing of securities, 
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DO YOU WANT INCOME 
FROM A NEW SOURCE? 


How would you like to add $5.00, $10.00 or even 
$25.00 to your present weekly income? 


This is not difficult if you use some of your 
spare hours in convincing your friends that THE 
FINANCIAL WoRLD is indispensable to even the small- 


No previous selling experience needed. 
can sincerely tell people that THE FINANCIAL WorLD 
has been valuable to you, you can earn money as our 
Write for terms today. 
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New York City 


82ND CONSECUTIVE COMMON DIVIDEND 


A dividend of 4% ($2.00 a share) has been declared upon the 
Common Stock and Common Stock B of the par value of $50 a 
share of THE AMERICAN Tosacco Company, payable in cash on 
March 1, 1926, to stockholders of record at the close of business 
February 10, 1926. (Checks will be mailed. 


January 27, 1926. 


Jesse R. Taytor, Treasurer. 





careful thought to the matter of voting 
control.” 

The sale of non-voting stock to the 
public, and the retention of voting control 
by the bankers or organizers of the com- 
pany is a relatively new development in 
corporate finance in this country and a 
problem which has been subject to con- 
siderable criticism during recent months, 
especially since the sale of Dodge Bros. 
to a banking syndicate headed by Dillon, 
Read & Co. This was not the first piece 
of financing in which the bankers or pro- 
moters retained voting control, but the 
problems involved in such a_ transaction 
were brought more clearly to the public’s 
attention because of the nationwide pub- 
licity given to the Dodge Bros. deal. 


Because this is a comparatively new 


development, the Stock Exchange authori- 


ties have not defined a policy for the 
handling or listing of such transactions, 
but whatever policy is formally adopted 
by the Board of Governors of the Ex- 
change, it was said, will be for the benefit 
and in the interest of the security owning 
pubic. 


WESTINGHOUSE ELECTRIC 


MANUFACTURING COMPANY 

A Senene of two per cent ($1.00 per 
share) on the COMMON STOCK of this 
Company, for the quarter ending Decem- 
ber 31, 1925, will be paid January 30, 1926, 
to stockholders of record as of December 
31, 1925. 

H. F. BAETZ, Treasurer 
New York, December 21, 1925. 





STANDARD -SANITARY MFG. CO. 
Pittsburgh, Pa., Jan. 28, 1926. 


The Directors of this Company have this 
day declared regular quarterly dividend of 
1%% on the Preferred Capital Stock, also 
dividend of $2.00 per share on the Common 
Stock. Checks will be mailed not later than 
February 20th, to stockholders of record 
February 4th. 

Wee 


McKINNEY, Secretary. 





CHILE COPPER COMPAN~ 

The Directors have this day declared * 
distribution of 6214 cents per share, on th 
*apital stock of the Company, payable Marer 
%9, 1926 to stockholders of record at the clove 
xf business on March 3, 1926. 

Cc. W. WELCH, Secretarr 

New York, January 26, 1926. 


Reliable and Sane 
I compliment you on publishing what I 
believe to be the most reliable and sane 
financial publication going and in me you 
have a repeat subscriber when the time 
comes. C. 3. #. 
“Tell your friends they need it.” 
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Weekly Business and Financial Summary 
(Principal features of this page elaborated and interpreted in the “Trend of Things.”) 



























































Week’s Sales 
Fane me —_s stocks as of Wednesday, Jan. 27 
926: yeek’s sales—Thursday, 1,441,445 shares; Friday, : 
1,402 952 shares; Saturday, 744,898 shares; Monday, 1,219,793 Average Stock Prices 
shares; Tuesday, 1,205,388 shares; Wednesday, 1,586,885 
shares. 1926 1925 
Thurs- . Jan. 27 Jan. 20 Jan.13 Jan. 28 
High Low . day pe nasa ibe c cae es 108.27 108.40 110.68 88.90 
“ = Last This DEOTTEMED cdc cccwecd 130.88 130.18 132.70 118.81 
eer a, eae ae eee Week Week 41 Combined ........... 119.58 119.29 121.69 104.35 
297% 158% Amer. Can ........ 280% 293 BAOPENS  nS:soee5 sek 27.99 28.29 29.36 29.47 
144% au Amer. Locomotive 111% 114 
94 87 Am. For. Pr. 7% pf.. 913% 94 s 
121% 85 Amer. Tobacco ... 115% 115% Bond Dealings, Jan. 1 to Date 
145 130% Amer. Tel. & Teleg. . 143% 143% ; 
53% 35 AMBCONAA § ..<.00 008% 47% 4814 roe 1926 1925 1924 
27% 20 See ae ee 24% 24 . B&B. Gov. Bae... $27,315,250 $44,197,750 $95,260,975 
140% 116% Atch. Top & San Fe. 129% 133% Other dom. bds. .... 186,494,000 223,126,500 211,310,600 
146 107 Baldwin Loco. ...... 126% 127 Poreign DOS... <0... 49,245,250 55,589,500 35,230,500 
9415 71 Baltimore & Ohio 88% 91 
64% 43% Cerro de Pasco 58% 65% Total all bds. ....$263,054,500 $322,913,750 $341,802,075 
130% 89% Chesapeake & Ohio 115 120% 
83 47% Chic. & N. W. .... 73% 74% 
58% 40% Chic., R. I. & Pac... 565% 55 Public Utility Stocks 
89% 82 Rock Isl. 6% pf..... 87 5, 88% 
97 74%, Consolidated Gas 97% 97% Bid Asked Bid Asked 
423, 323, Corn Products ..... 40% 40% Amer. Pub. Util. 80 83 1. P. & 1... pf.. 97 98 
845, 64% Crucible Steel ...... 78 78% Appal. Pr. ..... 75 80 Lehigh Pr. Sec...215 217 
94% 893, El. Pr. & Lt. 7% pf.. 92 923% Ciees BORW. ck ss 38% 39 Miss. KR. Pr. ..s. 60 75 
114% 90% Famous Players 104 112 Cons. P. 6% pf... 96% 97% Mount. St. Pr. .. 24 28 
337% 227%, General Electric 333 338% Contfl G. & El..145 150 N. Y. Steam Cp. 88 92 
149% 645, General Motors ..... 116 125% East. Tex. EL, No. St. Pr. pf...100% 102 
54% 45% Gen. Outdoor A a 52% ae RO ets Gu. owie aes 104 106 No. Tex. El. .... €6 50 
82% 60 Great Northern 73% 75 East. St. P. Cp.. 32% 33% Pug. Sd. P. &L. 60 63 
37% 25% Hartman Corp. ae 34 32 El Paso El., new Sierra Pac. El. .. 25 27% 
47% 341%4 Household Products. 44% 45% en er 86 91 Tampa El. Co...202 210 
38% 21% Hudson & Man 36 355% Emp. G. & Fl. .. 96% 98% Util. Shares Cp.. 12% 12% 
59% 46% Kennecott Copper 5444 554 yalv.-Hous. El. . 21 24 Do options .... 4% 5 
46 34 Magma Copper ..... 41% 43% Geor. Ry. & Pr. .138 144 Do 6% par pf.. 16% 18 
137% 113% N. Y. Central ...... 127% 129% 
151% 123% =Norfolk & Western.. 152 1517 : 
78% 658% Northern Pacific 72% 12% Standard Oil Stocks 
834 59 Pan-Amer. Petrol. 67 ’ 
+4 tee Pathe Ex. A ........ 75% vd + Bid Asked Bid Asked 
55% 42% Pennsylvania R. R... 5354 52% Anglo-Amer. ....18% 18% So. Penn Oil ....173 178 
33% Soa. Beare, WON. oss nasa 29 30% Atlan. Refin. ...105% 106 Stand. oO. of Cal. 56% 56% 
64% 42% Rep. Iron & Steel 56 5g 57% isenenieae- sae e 69 Stand. O. of Ind. 66 66% 
238% 147% Sears Roebuck ..... 218 221 mt. G. & El .145 150 Stand. O. of Kan. 33 33% 
108 % 96 Southern Pacific 100 100% Stem. O. & Rfg. 92% 92% Stand. O. of Ken.127% 128 
120% 775% Southern R’way < 114 1135 Imp. Oil, Ltd. . 37 37% Stand. O. of Neb.237 242 
102% 57% St. L. & Frisco.... 98% 9814 Int. Petrol. .... 38% 34 Stand. or BM. was 43% 43% 
561% 50% Stand. Gas 8% pf... 561% 58% Nat. Transit .... 19% 20% Stand. O. of N. Y. 36% 36% 
55 42% Texas Company 51 52% N. 2. PeeR.. vnc Ot 46 Stand. O. of Ohio.340 343 
101% 70 Tobacco Products 98% 97 hin CHE sissies 63% 64% Swan - Finch Oil 
153% 133% Union Pacific ...... 145 146% Penn. Mex. Fl. .. 18% 19% — Corp. ......... 20 21 
108% 92% U. S. Rub. 8% pf... 107% 107% Prairie O. & G... 58% 58% Vacuum Oil ....104% 105% 
138% 212% U. S. Steel .......0. 132% 133% Seer See, sissies "205 209 Waen. OF] «6.0.5 50 pe 
13% 55% Wabash A pf. ...... 75 76 
ae 66% Westinghouse Mfg... 72% 73 
; “ : Rat'o of Reserves 
Foreign Exchange Car Loadings With all percentages computed on 
ve ee won Loading of revenue freight for the the basis introduced by the Reserve 
Panes ear Ago week ended on Jan. 16 amounted to 3oard on March 13, 1921, the highest 
BOSTHNE owe csni $4.85 % $4.79 % 936.655 cars. and lowest reserve percentages of the 
Pr; PeMRe. ..s%%. 3.73% 5.401% This was an increase of 2,633 cars Federal Reserve system compare as 
ir 3 ver the corresponding week in 1925 follows: High Low 
aml Pr a aan nid oer ete an tenor of 41,804 cars over iS) Sees 75.0 Jan. 27 70.2 Jan. 4 
Belgian Fr. .... 4.54% 5.20% the corresponding week in 1924. It | ae 78.8 Jan. 21 66.1 Dec. 23 
ee 40.13 40.30 was also an increase of 29,536 cars ‘ee 83.7 Jan. 21 70.5 Dec. 24 
a 14.125 14.125 over the preceding week. 1 eee 78.2 July 25 71.3 Jan. - 6 
: = SPEE. pw egewt 80.1 Aug. 9 71.1 Jan. 3 
Denmark .<.... 24.76 17.85 Loadings for the week ended Jan. 1921 76.1 Dec. 17 46.4 J - 
: 28 16 make the following comparisons wh wee eee (6. ec, 6. an. 7 
Germany ....... 23.81 23.80 : : 2 “ * : The reserve percentages of the 
with weeks of this and previous sities — 2 A : ae 4 
Norway ........ 20.3 15.31 signet New York Reserve Bank compare as 
are oer follows: 
DE. <ctereawed 14,14 14.30 1926. 1925. 1924. High cow 
Sweden ........ 26.76 26.94 Sem. . <9s4534 907,119 932,897 872,267 lL ee 86.7 Jan. 27 80.1 Jan, 6 
Switzerland .... 19.28 19.30 POR. SSscsiene 741,239 767,098 706,292 1925 ...... 85.8 July 29 69.6 Feb. 25 
. . = 1925. 1924. 1923. DE. saniwan 91.5 May 21 70.8 Oct. 10 
-cineeige aac wage goes Dec, 26....-. 701.079 646.880 615,419 1923 ...... 87.6 Jan. 25 75.0 Jan. 3 
PERO 4s sie sy 12.07 11.28 Dec. 19.....-< 967,886 899,776 871,627 1 ees 89.6 Jan. 25 79.3 Jan. 4 
Canadian Dollar. 99.79 99.96 gam, AGS 6 cune 936,655 934,022 994,851’ EMER 6854055 84.1 Sep. 21 86.5 Feb. 4 
Crude Oil Production Commodity Prices 
Daily Average Production Jan. 20 Jan. 21 
(Figures in barrels) Money Rates FOODSTUFFS— 1926. 1925 
Jan: 23, Jan. 24, : F Wheat, No. 2 red ..$2.00% $2.34% 
1926 1925 OT ee eae eee ee es 4% Corn, new No. 2 yel. .97% 1.45% 
Oklahoma ........ 442,450 481,000 eg a es eee 414-44%% Rye, No. 2 white .. 1.18% 1.82% 
MOMORe ..4..50<<% 98,400 81,950 x : 1 Oats, No. 2 white .. .53 681% 
No. Texas ....... 78.700 92,500 RROETRRE PP RBOE: oso = 22 ++ 4% % Fl. std. Sp. pts.8.75@9.25 10.25 
East Cent. Tex. . 63,250 230,250 Rediscount Rates .......... 4% Coffee, No. 7 Rio .. .19 22% 
West Cent. Tex. 75,950 54,650 Bankers Acceptances ...... 314% Sugar. granulated .. .0530 .0610 
Southw. Tex. 37,450 48,950 Bar Silver, London ........ 301d METALS— 
No. iouisinme ... 43,000 40,560 Ber Mtiver. Mow York 67¢ Iron, 2X, Phila. ....23.50 25.50 
Arkansas ........ 182,000 = 104,700 : ane oe ee Steel billets, Pitts. ..35.00 40.00 
> tae Coast ...... Bagi eats DS ora ice hr nee 9.35 10.00 
MASTCPM ..-----+0- oa , ery ee f : 
Wyoming 1.00... 77,700 74,800 London Market nig Ra le Og ll 
eee escapee ay . ye Money in London % up, at 4% per Tin ice alk decal 61.12% 57.75 
New Mexico ...... 4,000 450 cent; short bills unchanged at 4% Ph gine yg or —_ 
Callfornia. ....-... 613,000 598,900 per cent; three months’ bills un- Printcloths fie - wens 06% 06% 
‘ 9 changed in bid, 4% per cent. RUBBER— 
DOE Se cckeaee 1.928,350 2,003,200 Smoked sheets, spot. .67 35% 
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DIVIDENDS DECLARED 
. Holders 
Pe- Pay of 
Rate roid able Record 
Amer. Radiator ..$1.00 q Mar. 31 Mar. 15 


eS errr 1% Q Mar. 31 Mar. 15 
Botany Mills, A....$1.00 q Feb. 15 Feb. 5 
Chi. Mil& Lum. ....$1.00 q Feb.15 Feb. 6 
Childs Co. soveccesg 60 Pp Mar. 10 Peb. 36 
CHGS EO. ts tececainys 1 Stk. Apr. 1 Feb. 26 
Chlige GO. «ciivces 1 Stk. July 1 May 28 
Hee ClO, Sarsscweeisce 1 Stk. Oct. 1 Aug. 27 
Childs ©o. «<0. eo 1 Stk. Dec. 30 Nov. 26 


CRO: CO is nckeee -. 1% q Mar.10 Feb. 26 
Cleve. & P., gtd. $.87% q Mar. 1 Feb. 10 
Clev. & P. spec., gtd .50 q Mar.1 Feb. 10 
Clinchfield Coal pf. 1% Q Feb. 1 Jan. 25 
Columbus G & E.. .65 q Feb. 15 Feb. 4 
Columbus G & E..$1.75 q Feb. 15 Feb. 4 


Cons. Cigar pf..... 1% aq Mar. 1 Feb. 15 
Curtiss A. G M. pf. 3%S.A. Mar. 1 Feb. 15 
Deere Co. PDhise<ss- 1% q Mar. 1 Feb. 15 
Deere Co, accumul’t. 1 .. Mar. 1 Fep. 16 
Diamond Match ..$2.00 q Mar. 15 Feb. 27 
Dominion Bridge .. 1 q Feb. 15 Jan. 30 
Goodrich, B. F.....$1.00 q Mar. 1 Feb. 156 
GooGrich, WE. .<<+:4. $1.75 q Apr. 1 Mar. 15 


Goodrich, pf. ......$1.75 q July 1 June 15 
Greenfield T. & D 


a SS ee - 2% a Apr. 1 Maris 
Greenfield T. & D. 

Rie. Ms gt ay wip eee 2 q Apr. 1 Mar. 16 
Farm. Loan & Tr... 4 Q Feb. 1 Jan. 21 
Fisk Rubber Ist pf.$1.75 Q Feb. 1 Jan. 20 

TO) Tbs OE so 0.0:00:0 . 27% @ May 1 Apr. 16 

Do tet @¥. pt..«.. 1.75 @Q May 1 Feb. 15 


Hart, Schff. & M..$2.00 ex. Feb. 27 Feb. 13 
Hart. Schaff. & M.. 1.50 q Feb. 27 Feb. 13 
Inter. Agi. Chem. pf. 1% q Mar. 1 Feb. 15 
Int. Harvester pf... 1% Q Mar. 1 Feb. 10 
Kings Co. Trust ... 12% Q Feb. 1 Jan. 23 
Kinney (G. R.) pf.$1.00 Q Apr. 1 Mar. 22 

0. Wk “exaweseics's 2.00 Q Mar. 1 Feb. 19 
Lancaster Mills pf..$1.75 Q Feb. 1 Jan. 27 
Lanston M. Mach... % q “Feb. 27 Feb. 17 
Lehigh C. & Nav.. 2 q_ Feb. 27 Jan. 30 
Montreal Light. Ht. 

& Pow. Cons. .... 2 Q Feb. 15 Jan. 31 
Nat. Cloak & S. pf. 1% q Mar. 1 Feb. 24 
National Grocer “ 2 q Mar. 1 Feb. 9 
National Grocer pf... 3S.A. July 1 June 20 
National Grocer pf... 3S.A. July 1 June 26 
National Lead pf... 1% Q Mar. 15 Feb. 19 
North Am. Car, A. 20.8 Lig. Feb. 1 Jan. 29 
N. Amer. Ed. pf... 1.50 q Mar. 1 Feb. 15 


Ohio I. & S.....$12 in 12 monthly install. of $1 
POCihG GE. ik sccacass $4.00 q Feb. 15 Jan. 30 
Pacific 5% pf. .... 1.25 q Feb. 15 Jan. 30 
Pathe Exchange pf.. 2.00 q Mar. 1 Feb. & 
Pean. By Beséccsiccs .75 q Feb. 27 Feb. 1 


Pepperell Mfg. Co... 4.00 SA Feb. 1 Jan. 25 
Pressed Steel pf... 1% aq Mar.17 Feb. 24 
Savage Arms ...... 1.00 .. Mar. 1 Feb. 15 
Savage Arms list pf 1% ° q Apr. 1 Mar. 15 
Savage Arms 2d pf 1% aq May15 May 1 
Std. Oil of Cal.....$ .50 q Mar.15 Feb. 20 
Stone & Webster, 

Inc, Gin SEOCK) «i... ars ae oe 
‘Tnion Tank Car... 1.25 q Mar. 1 Feb. 10 
Tniion Tank Car pf.. 1.75 a Mar. 1 Feb. 10 


Inited Biscuit A.. 1.00 .. Mar. 1 Feb. 10 
'. S. Cast Iron P...$2.50 Q Mar.15 Mar. 1 
0 Sao keine ewe eee 2.50 Q June15 June l 
0 ta ccevcneaee see 2.50 Q Sep. 15 Sep. 1 
2 Perera prea 2.50 Q Dec. 15 Dec. 1 
DO SES sks cicrd ous 1% #@ Mar. 15 Mar. 1 
GE ve wawiawieere:s 1% Q Jun. 15 Jun. 1 
Be. GE. ascaasees 1% Q Sep.'15 Sep. 1 
PO arar 1% Q Dec. 15 Dec. 1 
Van Raalte pf. .... 1% a Mar. 1 Feb. 15 
White, 3. Ge s<ss«+ 6 a Feb. 1 Jan. 36 
White, J. G pf... 1% a Mar. 1 Feb. 15 
Wms. Oil-O-Matic 
SIGORIOM «5. os 60S 37% .. Feb. 20 Feb. 1 


Youngstown S. & T..$1.00 q Mar. 31 Mar. 16 
Young’n S. & T pf. 1.85 q Mar. 31 Mar. 15 
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In Rice’s Footsteps 


U NDER the belief he was subscrib- 
ing for a financial publication, an 
trie, Pa., investor sent $3 for a year 
to The Wall Street Chronicle. His 
money was barely received when he re- 
ceived, with the acknowledgment of his 
subscription, an invitation to buy a 
block of Alamos Silver Mine _ stock. 
Soon the telephone became busy with 
urgent requests to grasp this unusual 
opportunity until the subscriber in dis- 
gust had to shut off the phone. The 
Ilall Street Chronicle hibernates at 2 
Rector Street, New York, but for how 
long no one can say. It is a hybrid 
sheet along the character of financial 
publications George Graham Rice usu- 
ally uses to work up an appetite among 
unexperienced investors for his cats and 
dogs. 














To Keep You Informed 


VERY week we list in this column instructive booklets, circulars, 
K periodicals and special letters pertaining to investment and other 

timely subjects which we believe are of interest and benefit to our 
subscribers. 


Upon request and without obligation, any of those listed below will 
be sent free, direct from the houses by whom issued. 


Kindly send request to CURRENT LITERATURE DEPARTMENT, 


THE FINANCIAL Wor~p, 53 Park Place, New York, N. Y. 


“Creating Good Investments”’—One of the foremost real estate mort- 
gage bond houses just issued a 24-page booklet which describes the 
eight standardized safeguards which they employ before making 
a loan. This booklet is beautifully illustrated with photographs of 
buildings financed, where located, value of property, amount of 
bond issue and other valuable information. 


“Rules for Safe Investment”—Knowledge gained over a long period 
of years makes it possible to determine whether a given spot in a 
city will have a growth in property value which will be steadily 
increasing. ‘This is only one of the important factors of safety of 
Real Estate Bonds which are explained in this booklet published 
by a well-known Bond and Mortgage Company. 


The Growing Utilities—The constant increase in population, the de- 
velopment of great cities, the expansion of industry and the ad- 
vance in the standards of human comfort, all these factors have 
meant an expansion in public utility service which offers an ever- 
widening field for secure and profitable investment. A new booklet 
discusses the essential characteristics of sound Public Utility bonds. 


Forecasts of the Stock and Bond Markets for 1926—A well-known Stock 
Exchange house has prepared a digest of forecasts by well-known 
authorities of the course of stock and bond prices and general busi- 


ness conditions for the coming year. Copy may be obtained upon 
request. 


The Development of Motion Picture Theatre Chains—There are sev- 
eral conditions recognized as essential to successful chain opera- 
ticn, A well-known firm, members of the New York Stock Ex- 
change, has issued a circular in which is set forth the reasons. Copy 
of this circular may be obtained by request. 


Tri-Weekly Stock Letter—This letter, which is issued by a well-known 
New York Stock Exchange house, contains short, concise opinions 
of possible future movements in active listed stocks. 


26% Average Annual Profit—A pamphlet outlining the experience of 


an investor who followed the long-swing movements in security 
prices over a nine-year period. 


When to Buy Stocks—A 24-page booklet issued by a successful eco- 


nomic service explaining how to recognize favorable opportunities 
for purchasing securities. 


“Forty-four Years Without Loss to Any Investor”’—A booklet of 
much use to those who are interested in Real Estate Mortgage 
Bond Investment. It has been prepared and is ready for distribu- 
tion by one of the largest companies in this field. 


“Shares in America”—A booklet of 20 pages well written and explain- 
ing in an understandable manner the method of obtaining a wide 
diversity of investment holdings in 24 standard dividend-paying 
railroads, public utilities, industrials and standard oil stocks. 


The Formula for Wealth—This booklet contains 12 pages of sound 
advice and is well worth reading. It illustrates in a plain and 
understandable way how wealth and independence can be attained 
by following Jim Forbes’ plan. 


A New York Stock Exchange house is offering its Weekly Review 
free on three months’ trial. Ten minutes a week spent in reading 
it will keep you posted on current events and their significance, 
enabling conclusions to be drawn by those interested. 


For Dealers in Unlisted Public Utility and Industrial Bonds—A 20-page 
booklet, just off the press, listing approximately 2,000 issues with 
latest quotations: also weekly quotation sheets. 


Florida Real Estate Bonds—One of the progressive companies of the 
South has issued an interesting booklet describing the opportunities 


for investment and the reasons why the maximum rate of interest 
is still obtainable. 
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$30,000,000 


The Baltimore and Ohio Railroad Company 
Refunding and General Mortgage 5° Bonds, Series ‘‘D’’ 


Due March 1, 2000 





Coupon bonds in denominations of $1,000 and $500, registerable as to principal, exchangeable for fully registered bonds and re-exchangeable 


under conditions provided in the mortgage. 


Interest payable March 1 and September 1. 





The issuance and sale of these Bonds are subject to the approval of the Interstate Commerce Commission 





Not Redeemable before March 1, 1936 


The bonds of Series ‘‘D’’ will be redeemable as a whole on March 1, 


at 105% and accrued interest, and on any interest date thereafter 


previous 


1936, or on any interest date therafter to and including March 1, 1995 
at face amount and accrued interest, upon not less than 90 days’ 
notice. 





We are advised that these bonds are a legal investment 


for savings banks and life insurance companies in 


the State of New York. 





For further information regarding the Company and this issue of Bonds, reference is made to a letter from Geo. M. 
Senior Vice-President of The Baltimore and Olio Kaitlroad Company, 


which the following ts quoted: 


“The purpose of the sale of these bonds is to provide funds neces- 
sary to anticipate payment of the Company’s indebtedness of $11,900,- 
0UO0 bearing 6% interest, $2,900,000 of which was incurred to the 
United States Government, and $9,000,000 to the United States Rail- 
road Administration, which latter obligation has heretofore been sold 
by the Railroad Administration and is now publicly held; to reimburse 
the treasury in part for expenditures for additions and betterments 
heretofore made, and for other corporate purposes. 

The Refunding and General Mortgage Bonds will be secured by a 
lien, as hereinafter stated, on practically the entire system of rail- 
roads of The Baltimore and Ohio Railroad Company, comprising 
about 5,089 miles of first track, about 1,451 miles of second track 
and about 3,796 miles of other track and upon the equipment of the 
Company, or its interest therein, having a present net value after 
depreciation, over equipment trust certificates outstanding, of over 
$106,276,220. The Refunding and General Mortgage also covers the 
passenger and freight terminals of the Company in Philadelphia, 
Baltimore, Pittsburgh, Cleveland and Chicago, and the freight term- 
inals on Staten Island, N. Y., in Washington, Cincinnati, Toledo and 
East St. Louis, as well as the Company’s one-half stock interest in 
the Washington Terminal Company, and its one-half ownership otf 
the joint yards and terminal facilities at Washington. The mortgage 
will be a direct lien on about 2,290 miles of first track, 683 miles 
of second track and 1,831 miles of other track of the above mentioned 
mileage, and a lien, through the deposit of bonds, and in most cases 
all, and in no case less than ninety-six per cent of the capital stock 
of each of the Companies owning the same, upon the remaining 
mileage. The Refunding and General Mortgage is subject to prior 
liens on various parts of the system aggregating $285,593,200 for 
the retirement of which Refunding and General Mortgage Bonds are 
reserved as hereinafter stated. 

The Twenty-Year Four and One-Half Per Cent Convertible Gold 
Bonds of the company, amounting to $63,250,000, in accordance with 
the terms thereof are equally secured with the Refunding and Gen- 
eral Mortgage Bonds by the Refunding and General Mortgage upon 
the properties covered thereby. 

The total income of The Baltimore and Ohio Railroad Company for 


Shriver, Esq., 


copies of which may be obtained from the undersigned and from 


the year ended December 31, 1925, applicable to the payment of in- 
terest on its funded debt, rentals and other charges amounted to $51,- 
471,888 while interest, rentals, etc. (other than Federal Income 
Taxes), for the same period amounted to $28,478,380. 

The Baltimore and Ohio Railroad Company has outstanding $58,- 
803,200 of Preferred Stock, paying dividends at the rate of 4% per 
annum and $151,945,400 of Common Stock paying dividends at the 
rate of 5% per annum. 

The authorized total issue of the bonds secured by the Refunding 
and General Mortgage is limited to an amount which, together with 
all outstanding prior debts of the Railroad Company, after deducting 
therefrom the bonds reserved to retire prior debts at maturity, shall 
not exceed three times the then outstanding capital stock of the Rail- 
road Company, with the additional limitation that when the aggregate 
amount of the bonds outstanding and those reserved to retire prior 
debts shall be $600,000,000 no additional amount of bonds shall there- 
aiter be issued (except the bonds so reserved to retire prior debts) 
without the further consent of the stockholders of the Railroad Com- 
pany, and such additional bonds may be issued only to an amount 
not exceeding 80% of the cost of work done or property acquired. 

Of the authorized amount of Refunding and General Mortgage 
Bonds there will be outstanding in the hands of the public after the 
present issue $60,000,000 of Series ‘‘A’? 5% Bonds, $35,000,000 of 
Series “C’? 6% Bonds and $30,000,000 of Series “D” 5% Bonds. 
In addition there are pledged as part collateral for the Company’s 
$35,000,000 Ten-Year 6% Secured Gold Bonds, due July 1, 1929, 
$2,000,000 Series “A’’ 5% Bonds, $15,000,000 Series ““B” 6% Bonds 
and $7,500,000 Series “C’’ 6% Bonds. Bonds are reserved, as 
stated in the mortgage, to retire $285,593,200 prior lien debts. There 
are also reserved $63,259,000 bonds to retire a like amount of the 
Company’s Four and On2-Half Per Cent Convertible Gold Bonds due 
in 1933. The remainder of the bonds are reserved under the re- 
strictions stated in the mortgage for additions and betterments, new 
equipment, for the construction or acquisition directly or indirectly, 
of additional properties and securities, and the refunding of prior 
debts thereon, and, to the extent of five per cent of certain prior 
debts, to assist in refunding.”’ 





THE UNDERSIGNED WILL RECEIVE SUBSCRIPTIONS FOR THE ABOVE BONDS, SUBJECT TO ALLOTMENT, 
AT 9514% AND ACCRUED INTEREST TO DATE OF DELIVERY, TO YIELD 5.24% TO MATURITY. 





The undersigned reserve the right to close the subscription at any time without notice,. to reject any application, to allow a smaller 
amount than applied for and to make allotments in their uncontrolled discretion. 


The above bonds are offered if, when and as issued and received by the undersigned and subject to the approval by any public authorities 
that may be necessary of the issuance of the bonds and their sale to the undersigned and to the approval by their counsel of all legal pro- 


ceedings in connection therewith. 


Temporary bonds or interim certificates will be delivered against payment in New York funds for bonds 


allotted, which temporary bonds or interim certificates will be exchangeable for definitive bonds when prepared. 





Application will be made in due course to list these bonds on the New York Stock Exchange 





Kuhn, Loeb & Co. Speyer & Co. 


New York, January 28, 1926. 


The National City Company 


Subscriptions for the above Bonds having been received in excess of the amount offered, the subscription list has been closed and 
this advertisement appears as a matter of record only. 























